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Some Fallacies in 
Power Rate Comparisons 


AA study in “industrial parasitism” 
By HARPER LEECH 


NDUSTRIAL parasitism has been the 
I subject of rather scant study. The 
extent to which individual indus- 
tries and industrial groups subsist at 
the expense of other industries, trades, 
and public institutions is enormous 
but unmeasured. Economics is yet a 
long way from true scientific status, 
and when one contemplates the vast 
range of facts which must be subject- 
ed to scientific description and induc- 
tive treatment, the doubt arises if we 
will ever have an economic science 
comparable to physics or chemistry. 
In the meantime, we might as well 
be candid with ourselves and admit 
that for the most part economic dis- 
cussion consists either of mere propa- 
ganda or of metaphysics somewhat on 


the order of the elder philosophies. 
The usual comparisons of the rates 
of publicly and privately owned elec- 
tric power establishments offer good 
examples of the two methods. 


WD iteesse article makes no pretense of 
comprehensive reform with re- 
spect to such comparisons. It is 
merely a suggestion of a new ap- 
proach. To convert that suggestion 
into scientific finality would require 
immense research and most careful 
generalization. 


iy is my belief that correct compari- 
sons between the rates of publicly 
and privately owned electric light and 
power establishments must always 
take into consideration the too little 
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appreciated fact that the publicly 
owned section of the electric light and 
power industry today is largely para- 
sitic upon the privately owned and 
operated electric light and power in- 
dustry. 

It is also a parasite upon govern- 
ment departments and upon other 
publicly owned utilities. 

In biology no odium attaches to the 
word “parasite,” and its use in this 
connection is intended to be descrip- 
tive, not vituperative. The relations 
between the publicly owned electric 
establishments and the private in- 
dustry, like the relations between mu- 
nicipal electrical establishments and 
their foster governments and com- 
panion public utilities, have grown up 
naturally. They are not necessarily 
evil, although frequently predatory 
and secretive. Nor are they wholly 
one-sided, because in many smaller 
communities the city government is a 
parasite upon the publicly owned elec- 
tric utility, which functions as a tax 
collector for the city hall. 

The biologists have a word for it— 
“symbiosis.” It means “living to- 
gether,” and is a better word than 
“parasitism.” This “living together” 
affects light and power rates and it 
also vitiates most of the usual com- 
parisons of private and public rates. 
To get the proper perspective, it is 
perhaps advisable first to take a gen- 
eral view of such comparisons and 
their use in public discussion. 


Demers in general have been 
dubbed odious. Most compari- 
sons of electric rates are worse than 
odious; they are silly. But the sillier 
they are the more effective they may 
be in politics. 
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The politician’s formula is to take 
the monthly light bill of Mrs. Jones 
of some suburb near a cheaply de- 
veloped hydroelectric project, and to 
compare it with the light bill of Mr. 
Smith, served by some private com- 
pany a thousand miles from a coal 
mine or a waterfall. 

Crass as are such comparisons, it 
must be admitted that they are not 
much worse than most of the con- 
temporary uses of statistics. The late 
lamented “new era” was largely the 
creation of statistical astrology and 
legerdemain. 


N the desk upon which this is 

written, there lies a circular 
which proclaims that the Federal gov- 
ernment spends more than $225,000,- 
000 a year in gathering “informa- 
tion.” If such expénditures of private 
corporations, local governments, up- 
lift agencies, and endowed founda- 
tions could be summed up, it is quite 
likely that the American people will 
be found spending a billion dollars 
per year to obtain economic and 
social facts of which they make very 
little use. In fact, statistics have so 
largely become the instruments of 
financial touts or political demagogues 
that one almost regrets that men no 
longer reason out political and social 
conclusions from abstract principles, 
such as guided the Constitutional Con- 
vention at Philadelphia. 

A good statistical lie, briefly and 
smartly put, can outlive forty volumes 
of labored truth embodied in compre- 
hensive statistical analysis and expo- 
sition. For instance, there are two 
statistical lies which millions have 
heard and which millions believe, 
namely : 
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“Two per cent of the people own 
60 per cent of the wealth.” 

“For every American soldier killed 
in the war, a profiteering millionaire 
was made.” 

These two falsehoods are becom- 
ing venerable but not senile. They 
live and remain youthful because they 
are dramatic. 

Viewing such virile falsehoods, one 
is tempted to a paraphrase something 
like this: : 

“T care not who compiles a people’s 
statistics, if you'll let me turn them 
into slogans.” 

Until statistical information is so 
compressed, dramatized, and vitalized, 
it can have but little value in influ- 
encing public opinion. 


F the electric light and power in- 

dustry is ever to make effective 
use of the very real wealth of stat- 
istical truth it has amassed, that truth 
must be tabloided. And the tabloid- 
ed truth must be given a direct per- 
sonal appeal. 

Something is being done to accom- 
plish just that. The frequent restate- 
ment of the fact that the average 
man’s electric light and power bill is 
less than a dime a day is an example 
of effective appeal from statistical 
fact. It has been especially good in 
a time of business depression, because 
many, after hearing a pat formula 
like that, will contrast such a sum to 
the generally discussed figures on un- 


employment, market losses, taxation 
increase, and the discrepancy of basic 
commodity prices and actual living 
costs. 

The result of such comparative 
musing is likely to be unfavorable to 
the political or journalistic dema- 
gogue who, in a time of pressing prob- 
lems which can be thought of in terms 
of many dollars per citizen, lacks the 
courage to talk about or to advance 
programs concerning weightier mat- 
ters than a light bill of two or three 
dollars a month. 

In the last few months, the “power 
issue” has faded perceptibly in public 
interest, and this has been almost 
wholly due to a reaction against 
demagogues who deal with trifles, 
when men have been thinking fear- 
fully of their jobs, their businesses, 
or their farms. 

The workingman who has had a 
wage cut or has been laid off, or the 
farmer who is getting 25 cents for a 
bushel of wheat, will not easily warm 
up to the politician or editor who at- 
tempts to prove himself a champion 
of popular interests by railing about 
electric rates. 

But this reaction against the baiters 
of the power industry is largely a by- 
product of general depression, and 
the electric light and power industry, 
of course, suffers incalculably more 
from the depression than it could 
possibly benefit from the clarification 
of the public mind as to the relative 
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significance of electric bills in the 
family budget or the economic life 
of the nation. 

Depression will pass and the task 
of creating an informed public opin- 
ion with respect to the industry will 
again become pressing. How shall 
that challenge be met? 
Prscagpe-snng of the rates of exist- 

ing private and public electrical 
enterprises, if properly made, are, of 
course, the most convincing kind of 
argument for the conservation of pri- 


vate ownership and operation. They 
deal with demonstrated fact. not 


theory. But some of the most per- 
tinent facts from the standpoint of 
ultimate social welfare and progress 
may have little appeal to the man of 
the moment. 

Everybody in the electric light and 


power industry and thousands out- 
side of it know that the average reve- 
nue of the privately owned electric 
light and power industry per kilowatt 
hour is less than the average revenue 
per kilowatt hour of the publicly 
owned section of the industry. 

But it is little use to tell Jones, who 
used to pay the freight and who now 
pays the electric light bill, that the 
average revenue a kilowatt hour is 
low if he thinks that his own rate per 
kilowatt hour is high. To expect 
Jones to glow with gratitude because 
the big factory on the outskirts of 
town gets power for less than 1 cent 
a kilowatt hour while Jones pays 6 
or 7 cents is to mistake entirely the 
nature of Jones—and it doesn’t mat- 
ter who Jones is. Some of the most 
terrific kicks about light bills that I 
have ever heard have come from em- 
ployees of electric light companies— 
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people who were fully educated as to 
the reasons why, but who were emo- 
tionally just Jones. 

Comparisons to be most effective 
must deal with household electric 
rates only. That this works a hard- 
ship upon the friends of the electric 
light and power industry goes with- 


out saying. 

i the first place, the average rate 
for household electricity charged 

by municipal enterprises is lower. 

It is inevitable that this should be 
so. The dominant motives at work 
in such enterprises make such a re- 
sult certain. That the result is un- 
sound from the standpoint of eco- 
nomics and technology is interesting, 
of course, but it is hard to make it 
seem reprehensible to the consumer. 

That such results are achieved by 
predatory parasitism is, however, not 
only interesting but can be made ef- 
fective in public discussion because 
there is a sporting sense in the mass 
mind which resents obliquity when it 
is clearly demonstrated. There is al- 
so a certain pride which induces the 
normal man to want to “pay his own 
way” and to boast of it, if he does. 

It is obvious that much more 
than this must be done to produce 
convincing appeals for concrete situa- 
tions and controversies, but if this 
general suggestion proves helpful 
in concentrating discussion upon the 
issue of parasitism, this job will 
have been worth while. When such 
facts are popularized, much bunk will 
be disposed of. 

If nothing more is done than to 
dispose of the “yardsticks” cliche, 
controversy will be very considerably 
clarified. 
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A Common Example of “Concealed Parasitism” 


a oor a@ municipal establishment 
contents itself with serving dense and 
rich territory and allows private enterprise to 
take on the heavy variable industries and the 
thin business of suburban areas, parasitism in 
fact obtains, because, if private enterprise had 
refused to assume such business, the municipal 
establishments would have been driven to do 
so by public opinion. If they made the heavy 
investments necessary for such service, radical 
alterations would have to be made in their rates 


or balance sheets.” 





W: have heard a lot about “yard- 
sticks.” 

All of us who have made the slight- 
est attempt to penetrate the jungles 
of rate making and rate structure 


‘know that yardsticks are, to revert to 


the vernacular, “the bunk.” The 
truth about electric light and power 
rates is that back of nearly every rate 
there is a complex chronicle involving 
the progress of physical discovery, the 
development of engineering, the 
growth of legal, political, and corpo- 
rate institutions, and the economic 
evolution of the various regions and 
localities of America. 

Therefore, completely comprehen- 
sive rate comparisons would be inef- 
fective because they would be too 
voluminous and too encyclopedic to 
be useful. 

When one examines even in super- 
ficial outline the rate structure of the 
electric light and power industry in 
America today, privately and public- 
ly owned, he is confronted by over- 
whelming evidence that “history and 
horse trading” have left their marks 


everywhere. And this is true of 
every other human activity and inter- 
est. 

Our complicated railroad structure, 
for instance, has embedded within it 
the history of a century of expanding 
trade. The ghosts of dead steam- 
boats yet determine the flow of traf- 
fic over wide regions, and ancient 
controversies between ports, states, 
sections, and institutions still live in 
rates, classifications, and bills of lad- 
ing. 

The extent to which ancient trails 
and old feuds still affect the flow of 
trade in America is past all compre- 
hension. 

Such influences, however, have been 
equally potent in the history of mu- 
nicipal and private enterprises—and 
we find as many anomalies in the rates 
of public institutions as we find in the 
rates of private electric light and 
power companies, while the effect of 
old fights between public and private 
enterprise in many municipalities is 
written into rate history and present 
rate structure. 
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| yet the standpoint of history or 
the present, the electric light and 
power industry is one thing—not two. 
Most of the municipally owned sec- 
tion of the industry is embedded in 
the structure of the much greater pri- 
vate industry. 

Municipally owned plants buy 31.4 
per cent of the current they sell, ac- 
cording to the census report. Most 
of it is bought from private compa- 
nies. While private companies inter- 
change vast quantities of current, 
they buy from outside sources less 
than 5 per cent of the current they 
sell. 

In California, where municipal en- 
terprise is of great importance, pur- 
chased current accounts for at least 
half of all municipal sales. 

It is obvious then that private en- 
terprise has provided a large part of 
the capital and plant which makes 
present municipal enterprise possible. 
How this affects the investment, fixed 
charges, and possible rates of munic- 
ipal enterprise is indicated by these 
tell-tale figures: 


Value of plant and equipment per . 


domestic customer : 


Private establishments 

Municipal establishments 4 

(In cities of more than 25,000 inhabitants ) 

Small municipal establishments are 
not included because such a compari- 
- son would be unfair to them, as such 
municipalities have need of compara- 
tively small plant and service. 


are the average municipal estab- 
lishment invests less money than 
the average private company to give 
domestic service and at the same time 
charges less for it and on the average 
sells more current per domestic cus- 


“ somebody else 


tomer, it is obvious that through the 
medium of low bulk sales to munici- 
palities, much of the capital invested 
in private electrical works is devoted 
to giving cheap service to customers 
of municipal establishments. 

Current sold by municipal estab- 
lishments to domestic customers is a 
much larger percentage of all their 
sales to ultimate consumers than cur- 
rent sold by private companies to do- 
mestic consumers is of their total sales 
to ultimate consumers. 

It is evident that private establish- 
ments in the vicinity of municipal en- 
terprises have built great plants which 
serve large industries at low rates and 
also thin territory surrounding the cit- 
ies. This equipment is also largely 
used to supplement the plant of the 
municipal establishments. As a rule 
the municipal establishment corners 
the cream business of the densely pop- 
ulated districts. 

Domestic business has not been con- 
sidered good from a load factor stand- 
point, although the variability of in- 
dustrial business demonstrated in the 
present depression has doubtless led 
to considerable modifications of that 
view, but when domestic business can 
be served from plant supplied by 
the whole aspect 
changes and it becomes lucrative in- 
deed. 

Here we have in broad outline a 
picture of parasitism by municipal en- 
terprise. But the parasitic status al- 
so exists, if less evidently, in cases 
where there is no physical connection 
of plants and no purchase of current. 


| Sparen a municipal establish- 
ment contents itself with serv- 
ing dense and rich territory and al- 
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lows private enterprise to take on the 
heavy variable industries and the thin 
business of suburban areas, parasitism 
in fact obtains, because, if private en- 
terprise had refused to assume such 
business, the municipal establishments 
would have been driven to do so by 
public opinion. If they made the 
heavy investments necessary for such 
service, radical alterations would have 
to be made in their rates or balance 
sheets. 
Such concealed forms of indus- 
trial parasitism are quite general. 
There are instances in which mu- 
nicipal enterprises have for a long 
time pursued such policies, and later, 
after accumulating reserves or ob- 
taining popular support for bond is- 
sues because of previous favorable fi- 
nancial showings, have extended their 
activities to serve large industries at 
low rates or to take in thinner terri- 
tory. The facts and implications of 
parasitism are not altered by the be- 
lated assumption of duties and obliga- 
tions which a private enterprise would 
have had to assume from the begin- 
ning. 


HE parasitism of the municipal 
electric enterprise upon the gen- 
eral treasury and the taxpayers hard- 
ly needs extended mention here be- 
cause that theme has had ample treat- 
ment by publicists of the power indus- 


. 


try. It may be worth while, however, 
to subject the census figures of 1927 
to analysis. 

The following interesting results 
appear : 

Privately owned electrical estab- 
lishments pay in taxes 9.7 per cent of 
the revenues derived from ultimate 
consumers; publicly owned establish- 
ments in cities of more than 25,000 
inhabitants pay 1.1 per cent. 

Taxation as a percentage of value 
of plant and equipment is respectively 
1.88 per cent and .24 per cent. Taxes 
paid per customer are respectively 
$7.64 and 82 cents. 

Certainly $7.64 is no small part of 
the average man’s light bill, and such 
a figure shows the extent to which 
lower household rates by municipal 
establishments are largely a mere 
shift of money from one expense of 
the customer to another, because most 
consumers pay taxes in rent if not di- 
rectly. 

In many smaller communities the 
shift is the other way, however, be- 
cause the electric light plant is fre- 
quently a heavy contributor to the city 
general fund. Rates are high, or 
maintenance and extension are not 
taken care of. 


HE most insidious form of para- 
sitism by municipal electric es- 
tablishments is upon other city 


9.7 per cent of the revenues derived from ultimate consum- 


q “PRIVATELY owned electrical establishments pay in taxes 


ers; publicly owned establishments in cities of more than 
Taxation as a per- 
centage of value of plant and equipment is respectively 1.88 
per cent and .24 per cent. Taxes paid per customer are re- 
spectively $7.64 and 82 cents.” ° 


25,000 inhabitants pay 1.1 per cent. 
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departments and public utilities. 

It takes many forms—such as the 
use of city hall space, rent free, for 
offices or show rooms; use of the city 
treasurer's force for billing and ac- 
counting; use of city engineering per- 
sonnel and equipment, or use of city’s 
legal department. There’s a tale for 
nearly every town—ranging from the 
petty and picturesque to the sublimely 
predatory. It is often easier to sense 
the extent of this form.of parasitism 
by eyesight than by analysis of bal- 
ance sheets. 

Undoubtedly the most important 
items of this sort are to be found in 
the relations of public electric and wa- 
ter utilities. 


Ge is impossible in fact to consider 
municipal electric enterprise apart 
from the water supply. From the 
very nature of the water utility—a 
consumer and often a hydroelectric 
producer of power—it is inevitable 
that they should be closely interlocked. 
The entry of many municipalities in- 
to power production was a direct re- 
sult of the demand for pumping pow- 
er. On the Pacific Coast the develop- 
ment of a water supply usually devel- 
oped hydroelectric power also. 

There is rarely much political in- 
ducement to dress up the financial 
statement of a water utility, since pub- 
lic enterprise is so general in that field 
that comparisons with private compa- 
nies are not campaign material. 

It is inevitable, therefore, that if an 
electrical establishment operating in 
close relation with a water supply sys- 
tem needs bookkeeping boosts, the wa- 
ter utility will have to shoulder some 
of the costs properly assignable to the 
electric utility. 


YDROELECTRIC power plays pro- 
portionally a greater rdle in the 
municipally owned section of the pow- 
er industry than in the private indus- 
try because so many of the larger mu- 
nicipal enterprises are on the Pacific 
Coast. In the development of both 
water supply and power, municipal 
corporations have enjoyed favors 
from the Federal government, owner 
of public lands, to an extent not 
equalled by private companies. : 

Los Angeles, served by two pri- 
vate companies and a municipal hydro 
plant which also buys power, presents 
an almost classic case of an electrical 
establishment virtually subsidized by 
a water utility. 

The case is thus put by George L. 
Hoxie, engineer of the Southern Cali- 
fornia Edison Company: 


“Not one cent has ever been paid 
for usable falling water that the 
water department brought close to 
the power plant sites. Present-day 
value of usable falling water is fixed 
at 1.63 mills per kilowatt hour at 
Boulder Dam. Transmission to 
aqueduct plant sites would cost 2 
mills, making present-day value at 
those points 3.63 mills. At the time 
the aqueduct was finished, its falling 
water could doubtless have been sold 
to utility companies on 50-year con- 
tracts at 5 mills or more.” 


In the same parasitic status is 
found the Cleveland municipal estab- 
lishment, serving only about half the 
city’s area and leaving most pioneer- 
ing and development work to its pri- 
vate competitor which has set the rate 
pace for a long time. 

Condemned as obsolete by one of 
its former managers, this establish- 
ment’s rates must now be explained 
in part by the failure to set up reserves 
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Unequal Loads that Are Often Imposed Upon 
Private and Municipal Plants 


ae 


HE private utility is frequently given the 
burden of building up plants to take 


care oj the future demands of growing trade 
and increasing population. In such cases the 
private utility carries at all times a burden of 
immediately unproductive capital and fixed 
charges from which the municipal utility is 
relieved, because it can. ‘let George do it.’” 





for obsolescence and replacement— 
one of the most common manifesta- 
tions of the parasitism of municipal 
establishments upon government and 
the taxing power. 

Springfield, Illinois, is also in this 
group,—a model municipal ownership 
city with a low domestic rate, the 
private company shouldering a large 
part of the job of empowering the 
city’s productive industries from 
which come the payrolls which pay 


the light bills. 
nage enterprise in the cities 
where both services are avail- 
able not only makes no significant 
showing of lower rates, but in many 
such cities buys current from com- 
peting or adjacent private utilities. 
Such establishments buy current to 
take care of peak demands and are 
thus relieved of the most onerous part 
of the investment required to serve 
public needs. The private utility in 
those cities, as elsewhere, is quite fre- 
quently given the burden of building 
up plants to take care of the future 
demands of growing trade and in- 
creasing population. In such cases 
the private utility carries at all times 


75 


a burden of immediately unproductive 
capital and fixed charges from which 
the municipal utility is relieved, be- 
cause it can “let George do it.” 

In many places this is to some ex- 
tent counterbalanced by the fact that 
the private utility is a larger concern, 
enjoying the advantages of mass 
generation and wide interconnection. 
But the generally accepted idea that 
all the advantages of large scale 
operations are on the side of the 
private industry must be held subject 
to substantial modifications. 

While there are many hundreds of 
small isolated municipal plants in the 
United States, which give validity to 
the conventional idea of the situation, 
it is also true that for cities of more 
than 25,000 (concerning which spec- 
ial figures were made available in the 
census of 1927), the average munic- 
ipal electric establishment is larger 
than the average private establish- 
ment in the nation at large. 

A= the well-known municipal 

establishments is Taunton, Mas- 
sachusetts, which buys current from 
private companies. 

The thesis of parasitic enterprise 
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with respect to municipal provision of 
electric light and power find typical 
illustration in that old establishment. 

In 1929 the city was faced with the 
alternative of enlarging its plant or 
leaning upon private enterprise and 
investment. It chose to make a con- 
tract to buy power, and to connect its 
system with private power lines. Ten 
years before the plant had been found 
insufficient for current needs because 
provision had not been made for re- 
placements and extensions. 

Such crises seem to be normal in 
the lives of municipal electric enter- 
prises, few of which ever keep invest- 
ment abreast of current needs, but it 
is only fair to note that prior to the 
days of state regulation similar crises 
marked the careers of many private 
companies. Not a few municipal en- 
terprises in fact originated from 
debacles of private companies brought 
on by short-sighted milking of the 
properties. 

Taunton’s electric establishment 
uses offices in the city hall, which a 
private company would have to pro- 
vide for itself, and expects city em- 
ployees to act as salesmen, without 
pay for their time. 

In: an interesting array of cities 
we have Springfield, Illinois, Seattle, 
Washington, and Los Angeles— 
where private and public enterprise 
meet. Los Angeles and Seattle buy 
large quantities of power. 

Riverside, Alameda, and Glendale, 
California, have exclusive municipal 
service but buy their power from 
private enterprise. 

Pasadena, California, home of re- 
tired business men, buys a tiny bit and 
has a low rate and efficient manage- 
ment. Lansing, Michigan, appears to 


be a successful municipal enterprise. 

‘Jamestown, New York, has been the 
scene of stormy and costly competi- 
tion between private and public enter- 
prise. Rates have been lowered and 
raised and lowered again—with plants 
worn out in the fighting. The average 
revenue per kilowatt hour of the 
Jamestown plant is reported to be 
greater than the average per kilowatt 
hour for the private system surround- 
ing the city, despite the fact that the 
municipal enterprise uses a third of 
the city hall for offices, the city’s law 
department in the courts and the city 
treasurer’s force for its billing. City 
employees are expected to act as sales 
agents. Special assessments of prop- 
erty holders have aided construction 
and depreciation funds are lent to 
other city departments. 


| geegeene- Wisconsin, with its 
old city hall practically turned 
into an electrical appliance store, pre- 
sents an interesting picture. For a long 
period a large private plant serving an 
interconnected system also served big 
local industries, while debarred from 
domestic or small commercial busi- 
ness. During this period, when the 
city plant could not have accommo- 
dated the industries which have made 
Manitowoc an important aluminum 
center, the private plant carried a bur- 
den that somebody had to assume, 
profit or no profit, if the city was to 
grow. 

After long enjoyment and profit 
from its partly tax exempt monopoly 
of the higher rate business, the 
city enterprise now feels strong 
enough to give a general service 
and is completing a new generat- 
ing plant, which will be able to 
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take care of all industrial demands. 

It is an interesting question as to 
how much of the present value of this 
municipal enterprise is a consequence 
of its past parasitic relation to the 
private company. Its domestic rates 
are now low—they were not always 
so—and the plant has paid large sums 
to the city. In that respect it has 
functioned as a revenue unit rather 
than as a normal electric enterprise. 

It may be magnificent, but- it’s not 
business, and such complications make 
such rates as those of Manitowoc of 
dubious value in any comparisons of 
municipal and private electric rates. 

Tacoma is typical of good fortune 
rather than anything else. Ideally 
situated near water power, which 
could be developed at very low cost, 
the city got into the lighting business 
and did well. During the period of 
pioneering, development was aided by 
private enterprise in the vicinity which 
for a time supplemented the city’s 
plant in providing for the industrial 
development of the region. The city 
expanded its generating capacity, but, 
alas, not at the rate which a private 
utility would have had to adopt if it 
were to keep ahead of demand and 
also provide for emergencies. 

“Came the dawn.” Also 
drought. 

But fortunately for Tacoma—came 
not disaster. 

Instead came the United States 
Navy, with a gigantic airplane car- 
rier of 180,000 electrical horsepower 


the 
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which could be sailed right up to 
Tacoma’s docks and hitched onto the 
city’s distribution lines. 

Municipal ownership’s face was 
saved on Puget Sound by the same 
Navy which has saved the hide of 
many a private corporation in the Car- 
ribean and other parts. 

Unfortunately, the Navy can reach 
only a few cities with municipal 
plants. If it were otherwise we might 
expect the Federal government to pro- 
vide peak power capacity for them all, 
even as it has provided power for 
irrigation districts, and is now pre- 
paring to give Los Angeles water and 
power for many more gorgeous sub- 
divisions and thousands and thousands 
of bungalows by throwing a dam, 
with no locks, over that great high- 
way of commerce, the “navigable” but 
boatless Colorado. 


Ww ERE operating conditions are at 
all similar, the spread between 
rates for household electricity offered 
by public and private establishments is 
less than the average difference of the 
tax burdens of the two classes of es- 
tablishments. 

Operating conditions are reflected 
in rates—despite all the other elements 
which enter into rates. 

Cities with rates which are ap- 
proximately equal are on the whole 
cities where operating conditions 
are either similar or where the ag- 
gregate costs of operation are nearly 
the same, even though the specific 


between rates for household electricity offered by public and 


q “WHERE operating conditions are at all similar, the spread 


private establishments is less than the average difference 
of the tax burdens of the two classes of establishments.” 





PUBLIC UTILITIES FORTNIGHTLY 


elements of cost may differ widely. 

In view of advantages enjoyed by 
most municipal enterprises from para- 
sitic relations other than tax exemp- 
tion, the conclusion seems to be in- 
escapable that, with a few exceptions, 


municipal operation of light and pow- 
er is not as efficient as private opera- 
tion. 

Otherwise the spread between rates 
of the two classes of establishments 
would be much greater. 
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The Newspaper Reporter Looks Over 
the Utility Industry 


THERE are 94,000 electric railway cars in the United States. 
* ” 


_ Dear people who use telephones may now use newly invented ad- 

justable amplifying attachments. 

* x 

TRAINING in the use of the telephone by small children is being advo- 

cated as a precaution in case of accident to, or absence of, their elders. 
*~ 1” 

Henry L. Douerty, public utility magnate, is a director of more 

corporations than any other financier listed in the Directory of 


Directors. 
* + 


S1xty-FIvE metal signs, telling of the history of Oklahoma, have 
been erected along the highways by the Oklahoma Natural Gas Cor- 


poration “as a public service.” 
* * 


Out of the average railroad dollar in 1930, taxes took 6.6 cents; 
fuel for locomotives, 5.4 cents; materials and supplies, 18 cents; while 
into the pockets of labor went 44.6 cents. 

* * 

AFTER two generations of dignified reserve, the Pullman company 
has decided to popularize its products and is “going out to meet the 
folks” by exhibiting its cars at state fairs. 

ON * 

Pustic Utiities of the United States represent an investment of 
more than $28,000,000,000; of this, electric light and power companies 
account for $12,000,000,000, with telephone and telegraph, street rail- 
ways, and gas companies standing at about $5,000,000,000 each. 

* * 


THE most valuable telephone in Sing Sing prison has never been 
used. It is located in the guard tower outside of the warden’s office, 
and if the receiver is taken off the hook, a special light flashes in the 
central office and simultaneously the dreaded “general alarm” is 
sounded. 

* * 

Noau W. Cooper, who said he “spoke with the voice of our entire 
Southern Methodism,” told the Interstate Commerce Commission that 
the ills of the railroads are attributable to the fact that they had fallen 
“into the alien, satanic, and calamitous habit of running their trains 
every day, including Sundays.” 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Epwarp M. Barrows 
Magazine writer. 


Frep W. HERBERT 
Columnist. 


Henry G. WELLS 
Member Massachusetts Depart- 
ment of Public Utilities. 


GUGLIELMO MARCONI 
Scientist and inventor. 


A traffic note in a London news- 


paper. 


An anonymous country editor. 


Mitton W. Harrison 
President, Security Owners 
Association. 


Joun E. ZIMMERMANN 
President, The United Gas Im- 
provement Company. 


Harotp Evans 
Former Public Service Commis- 
sioner of Pennsylvania. 





—MONTAIGNE 


“Modern America has a combination goat and devil 
named ‘Power Trust.’” 


aa 


“HEADLINE— Railroads End a Poor Year.’ 
God someone could end it.” 


¥ 


“A commission is in existence to regulate and not to 
manage.” 


Thank 


+ 


“The time will come when our lighting, our motive 
power, and our airplanes will be operated by broadcast 
power.” 


- 


“The sign should be given by holding out the left arm 
as far as possible, at least 20 or 30 yards, before making 
the turn.” 


* 


“There are fewer railroad accidents than motor car 
accidents, and it may be because the engineer seldom 
hugs the fireman.” 


5 


“In the year 1930 there were more than eighty under- 
takings in which the Federal government alone was 
competing with its citizens.” 


* 


“The electric industry is composed of a large number 
of independent groups, whose policies are directed to 
serve the interests of a particular group rather than 
the industry as a whole. The harmonizing of the views 
of the leaders of these groups on public questions has 
in the past proved impossible.” 


* 


“The National Electric Light Association claims taxes 
in 1929 totaled $187,500,000. Accepting this as correct, 
it amounts to less than one-fourth cent per kilowatt 
hour. Yet a recent National Electric Light Association 
bulletin suggests that if electric companies were relieved 
of taxation they could reduce the average domestic rate 
by 2 cents a kilowatt hour.” 
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Federal Control of Interstate 
Utilities 
Four proposals for extending it 


The present law provides that the Federal government alone can regulate 
wholesale rates of gas or electricity sold in interstate commerce. If a 
distributing company takes gas or electricity from another state and 
supplies it at retail to its own customers within the state, state commissions 
have the power to regulate these domestic rates provided Congress does 
not do so. Congress can regulate these domestic rates if it chooses, be- 
cause if the electricity or gas crosses state lines, it becomes interstate 
commerce. The only part of interstate commerce that is beyond the 
present jurisdiction of the state commissions is the wholesale business. 
The state commissions believe that if Congress assumes to regulate both 
wholesale and retail rates of gas or electricity which crosses state lines, 
it will eventually practically take over the entire matter of regulation—state 
and interstate—as it has done in the case of railroad rates. This article de- 
scribes and criticizes the proposals made for extending Federal jurisdiction. 


By FINLA G. CRAWFORD AND WILLIAM E. MOSHER 





HE controversy over the inter- 

state problems involved in the 

transmission of gas and elec- 
tricity and over the interstate traffic 
of the motor bus has developed two 
schools of thought in regard to the 
means of control. 

Both schools are agreed upon the 
lack of authority of the state, although 
one school minimizes the interstate 
business, while the other tends to ex- 
aggerate it. 

The first school believes in volun- 
tary codperation by the states to 
control these interstate aspects of 


80 


the problem; the other believes in a 
national law which would provide a 
scheme of voluntary codperation, but 
(if the states refuse to cooperate) 
that the appropriate national agency 
would be authorized to take affirm- 
ative action. 

Between these two positions are 
the proposals that the states form 
compacts, or that the state commis- 
sions act as agents of the national 
government. 

Let us consider these proposals in 
the following order: 

1. The voluntary codperation of 
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state commissions. 

2. The compact. 

3. The use of state commissions 
as agents of the national government. 

4. National control through joint 
boards. 


HE method of voluntary codp- 

eration of state commissions in 
solving interstate problems has been 
suggested by those who emphasize the 
menace of further expansion of the 
power of the national government. 
The assumption behind this proposal 
is that the states, by a codperative 
method, might agree to furnish each 
other the data which would enable the 
regulatory bodies to determine costs 
of service wherever these costs orig- 
inate. 

Two questions here arise. The 
first is the willingness and ability of 
the commissions to codperate, par- 
ticularly in view of their staff limita- 
tions; the second involves the legal 
authority of the commissions to regu- 
late interstate traffic under the guise 
of local regulation. 

The prospects of developing codp- 
eration between the state commis- 
sions on a broad scale are not any 
too promising in view of past exper- 
ience. On account of the large num- 
ber of mutual interests as between the 
commissions in almost any pair or 
group of neighboring states, it is sur- 
prising that there has not been more 
interchange of information and codp- 
eration, even of an informal char- 
acter. 

Furthermore, when one considers 
the far-flung operations of a number 
of the larger holding companies, it is 
apparent that the pooling of signifi- 
cant data with respect to any one of 
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them would call for a degree of codp- 
eration that would be far from a sim- 
ple process. 

The second obstacle to voluntary 
codperation js, in the light of judicial 
holdings, practically insuperable; that 
is, unless under the pressure of pub- 
lic opinion and social necessity, the 
Supreme Court should reverse its at- 
titude toward the constitutionai pro- 
vision that all matters pertaining to 
interstate commerce fall within the 
authority of Congress to the exclu- 
sion of the states. 

For example, in the control of gas 
rates, even if state A could secure the 
wholesale contracts made in state B 
by the importing company, could state 
A use the contracts to fix the rates 
charged locally in state A? This 
would involve a regulation of inter- 
state commerce. As stated in the 
Missouri Gas Co. v. Kansas Case, the 
regulatory body would be standing 
at the state line determining the rates 
paid for gas moving in interstate 
commerce. 


HE compact method of regula- 

tion is a legal form of state co- 
Operation. Compacts between states 
might be utilized to avoid complete 
national control. This method is pro- 
vided for in the Federal Constitution,? 
which states that: 

“No state shall, without the consent of 
Congress enter into any agree- 
ment or compact with another state.’ 
Stated affirmatively, this means 

that the states may join together in 
an agreement or compact after secur- 
ing the approval of Congress. The 
procedure under this article is for the 
states concerned to come to a prelim- 


1 Art. I. § 10. 








inary agreement for purposes of co- 
Operation, and then to submit their 
program to Congress for ratification. 
After ratification of the compact, the 
states may then proceed to its execu- 
tion. 

It has been urged many times that 
the compact offers a reasonable solu- 
tion to interstate problems in utility 
regulation. Applied to questions 
which are clearly outside the field of 
state regulation, this method might 
well prevent further extension of na- 
tional control. 


en about 1920, the compact 
was used almost entirely for set- 
tling boundary problems. In 1919 
New York and New Jersey entered 
into a compact for construction of a 
tunnel under the Hudson river. Since 
1919, there has been a series of com- 
pacts, of which many were within the 
public utility field. The most signifi- 
cant in this group is the Colorado 
compact, authorized by Congress 
August 19, 1921. Through this 
agreement, providing for apportion- 
ment of the waters of the Colorado 
river, electricity produced at Hoover 
Dam will be made available to the five 
states in the southwest. In 1921 the 
New York Port Authority was cre- 
ated to develop the Port of New 
York, whose facilities did not come 


. under the jurisdiction of the state 


commissions. In 1925 Colorado and 
New Mexico made a compact regard- 
ing distribution of the waters of the 
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Plata river; in the same year, the 
states of Washington, Idaho, Oregon, 
and Montana reached an agreement 
for apportionment of the water sup- 
ply of the Columbia river. In 1926 
a compact between Colorado and 
Nebraska, involving the distribution 
of the waters of the South Platte riv- 
er, settled a similar question for the 
Smoke river in the same year. Three 
years later, a series of agreements on 
the same matters received congres- 
sional sanction. Colorado and New 
Mexico apportioned the water supply 
of the Rio Grande, Pecos, and Red 
rivers; New Mexico and Arizona 
reached a settlement on the Gila and 
San Francisco rivers; New Mexico 
and Oklahoma on the Cimarron 
river; and Colorado, Oklahoma, and 
Kansas on the Arkansas river. When 
Congress adjourned in July, 1930, a 
further agreement had passed the 
Senate providing for division of the 
waters of the Columbia river between 
Idaho, Montana, Oregon, Washing- 
ton, and Wyoming. 

These compacts have been listed to 
indicate how extensively the compact 
is being used for adjustment of in- 
terstate problems on the initiative of 
the states concerned without interven- 
tion of the national government. Up 
to the present, however, no compact 
has been made to settle questions aris- 
ing from interstate shipments of gas 
or electricity. This applies also to the 
interstate movement of motor vehi- 
cles. 


state codperation. Compacts between states might be util- 


q “THE compact method of regulation is a legal form of 


ized to avoid complete national control. This method is 
provided for in the Federal Constitution.” 
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HE necessity of interstate action 

on electrical power was recog- 
nized several years ago when repre- 
sentatives of the New York, New 
Jersey, and Pennsylvania public serv- 
ice commissions met at Princeton, N. 
J., October 31, 1925, to organize a 
Joint Giant Power Commission for 
studying the regulation of interstate 
transmission of electricity for light, 
heat, and power. This group of com- 
missioners, three from each state, dis- 
banded after four meetings because 
the New York commissioners were 
unwilling to go forward with the pro- 
gram. Mr. William Prendergast, 
who was at that time chairman of 
the New York commission, submitted 
a memorandum explaining his posi- 
tion; the final paragraph reads as 
follows : 


“A state compact provides a cumbersome 
and indirect method of correcting a minor 
deficiency in the present system of regula- 
tion; it is to be applied to conditions to 
be met in an unknown future; when these 
conditions are encountered, prompt relief 
is prevented by the compact, since amend- 
ment is as difficult as the adoption of the 
compact itself; it thus limits the freedom 
of future action, does not add to the regu- 
latory powers of any of the states, is un- 
necessary, surrenders _ State sovereignty, 
and furnishes an entering wedge to com- 
plete Federal regulation of local problems.” 
Whether because of the cogency of 

this argument or the unwillingness of 
the New York representatives to co- 
Operate, no compact resulted from 
this conference. Moreover, no other 
groups of states have experimented 
with this method of control of elec- 
tricity. 

Failure of the states to initiate ac- 
tion in this direction may explain in 
part the consideration now being giv- 
en to creation of a Federal commis- 
sion to regulate the interstate trans- 


mission of energy. 
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HE compact method has been 

most successful in the settlement 
of certain interstate problems and it 
will continue to be used in this con- 
nection. “These involve the settle- 
ment of property rights owned by the 
states: the distribution of duties, 
owned by states in their official ca- 
pacities as between themselves; the 
definition of jurisdiction at points of 
contact.” * Its success has come large- 
ly in boundary dispute and water di- 
vision cases, and in two outstanding 
cases, which involve the creation of 
administrative authorities with a very 
broad charter—namely, the Holland 
Tunnel Commission and the New 
York Port Authority. William J. 
Donovan, former assistant attorney 
general, has argued that the compact 
might be applied to the regulation of 
interstate problems arising in connec- 
tion with gas, electricity, and motor 
vehicles, and that, if generally adopt- 
ed, it would eliminate the necessity 
for further national control, leaving 
in the hands of the state commission- 
ers the problems which are primarily 
state in character.* 

Mr. Donovan maintains that there 
is no inherent reason why the Con- 
gress might not delegate to the states 
under the compact scheme broad ad- 
ministrative authority such as that 
now exercised by the Port Authority 
of New York and New Jersey. By 
this means local problems will be 





2Letter from J. F. Lawson to George 
Roberts, dissenting from a report of the Com- 
mittee of the American Bar Association in 
the “Boundaries between State and Federal 
Regulatory Powers over Public Services and 
Fundamental Consequences of Extending the 
Federal Authority.” 

3See address before the American Bar 
Association, September 16, 1931, entitled: 
“Regulation of Interstate Transmission of 
Gas and Electricity.” 
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handled by the local authorities im- 
mediately concerned and the Federal 
government will be relieved of a com- 
plex and ever-growing set of prob- 
lems. This is indisputably a most 
persuasive argument for testing out 
the possibilities of the compact meth- 
od, even though it might serve only 
during the interim before the indus- 
tries under consideration have been 
organized on a. nation-wide basis 
which, as we conceive it, is the ulti- 
mate and economic outcome of the 
present development. Through such 
an evolution of control from a pair 
of states, to a region comprising 
a large number, it might well be 
that the resulting system would con- 
serve a much larger measure of local 
authority than now exists under the 
Interstate Commerce Commission 
which so thoroughly dominates the 
regulation of railroads that many 
state commissioners look upon them- 
selves largely as silent partners and 
cooperators. Due weight should be 
given to this argument in assessing 
the merits of the compact proposal. 


N the other hand, the dynamic 

character of the three utilities 
under consideration constitutes an 
argument against so fixed and inflex- 
ible a scheme as is provided by state 
compacts under congressional author- 
ity. 
The holding company is so rapidly 
altering the picture of management 
and financing that it is. difficult to 
trace the shifting lines of control. It 
not only changes from year to year 
but it is reasonable to anticipate that 
further major changes will constant- 
ly occur. The purpose of the pro- 
posed compacts is to make it possible 
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for state commissions to determine 
costs and to regulate rates when the 
generating and transmission compa- 
nies may be located in another state 
and when the gas or electricity or 
busses move in interstate commerce. 
To establish or modify a compact re- 
quires time. The legislatures of all the 
states concerned must agree and Con- 
gress must approve. By the time the 
compact is arranged, the problem may 
be considerably altered, and unless 
blanket authority were granted, the 
powers assigned to the commissions 
under the compact might be inade- 
quate. What is more, the expanding 
net-work might include one or more 
states not included in the original 
group. If we were to assume that 
Congress would grant blanket au- 
thority to any group of states to form 
compacts at their will, with reference 
to interstate movements of these utili- 
ties, the validity of the compact idea 
would be enhanced. This is hardly 
feasible. It is all but inconceivable 
that Congress would so divest itself 
of its authority in interstate com- 
merce. It would be contrary to all 
precedent and a serious question 
might be raised as to the constitu- 
tionality of this action. The impetus 
for the compact must come from leg- 
islative action, while the issues to be 
settled in the case of electricity and 
gas are administrative in character, 
dealing as they do with a series of 
shifting and increasingly complex 
problems. 


I 


T might be said that the New York 
Port Authority and the Holland 
Tunnel Commission offer precedents 
for the use of the compact. Their task 
is a continuous one, public corpora- 





PUBLIC UTILITIES FORTNIGHTLY 





The Four Proposed Plans for Regulating Interstate 
Utility Service: 


. The voluntary codperation of state 


commisstons. 
The compact. 


The use of state commissions as 
agents of the national government. 
. National control through joint 


boards.” 





tions have been created which finance 
themselves, interstate commerce is not 
seriously concerned, and no power is 
granted to interfere with or to con- 
trol interstate commerce. The rates 
for an interstate journey through the 
Holland Tunnel are fixed by the com- 
mission, but this is a nonprofit-mak- 
ing corporation and the regulation is 
confined to the two states immediate- 
ly concerned. 

These two illustrations are sugges- 
tive, but hardly offer enough prece- 
dent to propose that such an authority 
could be established for the regula- 
tion of gas and electricity. 

The advocates of the compact have 
a real point in that it involves only 
state agencies and does not increase 
the administrative burdens of the na- 
tional government. The weakness of 
their position is that the problem to 
be regulated does not readily fall 
within the scope of their method. 
[ has been suggested, as a third al- 

ternative, that Congress pass a 
law which would place in the state 
commissions of the states involved, 
joint authority to make the adminis- 
trative rulings according to the con- 
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ditions of the situation in question. 

Such a provision would raise the 
question of constitutionality and of 
expediency. Can Congress grant to 
the state commissions an exclusive 
Federal power, that of regulating in- 
terstate commerce? So far as the 
railroads are concerned, the codpera- 
tive plan is based upon the power of 
the Interstate Commerce Commission 
to issue an order. The plan proposed 
would allow the order to be issued by 
the state commissions involved, quite 
independently of any Federal agency. 


HE final proposal—national con- 
trol with joint boards—has ta- 
ken definite form in bills introduced 
in Congress. This legislation affects 
interstate shipments of gas and elec- 
tricity, traffic by motor vehicles and 
communication by wire or wireless. 
The interstate transmission of gas 
developed quietly until extensive pub- 
licity brought it to general attention 
in the summer of 1930. Senator Ar- 
thur Capper of Kansas introduced a 
bill in the Senate on December 3, 
1930, which provided for the regula- 
tion of interstate commerce by pipe 
line agencies. This bill grants con- 





trol to the Interstate Commerce Com- 
mission over the purchase, distribu- 
tion, sale, and transportation of natu- 
ral or artificial gas.* 

Two bilis introduced by Senator 
Couzens in the first session of the 71st 
Congress deal with the control of in- 
terstate transmission of communica- 
tions and power and transportation 
by busses. Although the former does 
not include control of the transmission 
of gas in interstate commerce, there is 
no reason why it should not be includ- 
ed, particularly since the electrical and 
gas industries are so similar and so 
frequently controlled by one and the 
same company. Such a step would 
eliminate the necessity for the Capper 
Bill. The Couzens Bill aims at regula- 
tion of both communications and pow- 
er through a special commission on 
communication and power. Among 
other things, this commission would 
have authority over all electricity and 
communications transmitted between 
the states, or between points within 
the same state when the territory of 
a second state is crossed. 


| settling issues and problems in- 
volving two or more states, the 
commission would refer the question 
at issue to a Federal agency known as 
a “joint board,” which would include 
one representative of each state in 
which the energy is produced or con- 
sumed, selected in such manner as 
each state might provide by law. 
The joint board would function, 
even if any particular state failed to 
provide a representative on the board; 
for, if a majority of states refused to 
appoint representatives, the commis- 
sion would take original jurisdiction. 





#Sen. 5030. 1929. 
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Joint boards will be established for 
each problem as it arises. The initia- 
tive lies with a national authority. The 
joint board makes the decision, and 
behind it is the authority of the na- 
tional commission and the Federal 
courts. This bill would enable the 
states to utilize state commissions with 
all their knowledge of local conditions 
and have the advantage of adminis- 
trative directness rather than the dis- 
advantage of possible legislative delay. 

The Couzens Bill makes possible 
joint agreements without the legal 
formalities of a compact, which 
would require specific approval of 
Congress and of the state legislatures 
concerned. The plan has flexibility 
in that a board would be dissolved 
when its work was completed and 
new boards would be created to solve 
new questions as they arose. The 
commission would have power to de- 
termine issues in case the states ei- 
ther refused to codperate or failed to 
agree. Provision is made for appeal 
to the Federal Commission. 


HE National Association of Rail- 

road and Utilities Commission- 
ers adopted a resolution in 1929 op- 
posing the Couzens Bill. In an article 
in the January 9, 1930, issue of Pus- 
Lic UTILITIES FoRTNIGHTLY, the gen- 
eral counsel of this organization dis- 
cussed the basis for this opposition. 
The ten pages of argument are dom- 
inated by the fear of Federal en- 
croachments on the powers now vest- 
ed in the state commissions. This 
position is given force by reference 
to the virtual absorption of the states’ 
authority to supervise railroads on 
the part of the Interstate Commerce 
Commission. The commission has 
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been upheld in its policies by the 
Federal courts. On the face of it there 
would appear to be reasonable ground 
for the attitude of the National Asso- 
ciation. But careful analysis goes to 
show that the situations are not at all 
parallel. In the first place, most of the 
state regulatory bodies are going con- 
cerns, fairly well organized and some 
at least endowed with broad powers. 
These conditions did not exist when the 
Interstate Commerce Commission be- 
gan to extend the scope of its activities. 
Furthermore, there is no such obliga- 
tion to recognize state representatives 
in the Interstate Commerce Commis- 
sion law as in the Couzens bills, just 
outlined. In the former it is prescribed 
that : 

“The commission may confer with the 
authorities of any state having regulatory 
jurisdiction over the class of persons arid 
corporations subject to this act with re- 
spect to the relationship between rate 
structures and practices of carriers sub- 
ject to the jurisdiction of such state bodies 
and of the commission; and to that end 
is authorized and empowered under rules 
to be prescribed by it—to hold joint hear- 
ings with any such state regulating bodies 
on any matters wherein the commission 
is empowered to act and where the rate- 
making authority of a state is or may be 
affected by the action taken by the com- 
mission.5 


It will be observed that this part of 
the law makes it permissive for the 
Interstate Commerce Commission to 
seek state codperation rather than 
obligatory and that the state commis- 


5 See § 416 of the 1920 Amendment to the 
Interstate Commerce Act. 


sions are not in a very strategic posi- 
tion when cooperative methods are 
adopted. It should also be noted that 
this amendment was passed in 1920, 
that is, after the encroachments of the 
Federal Commission on state pre- 
serves had become well established 
and comprehensive in character. But 
under the Couzens bills the joint 
boards, consisting entirely of state 
representatives, are envisaged as the 
ordinary instrumentality for dealing 
with interstate issues. Moreover, it 
is specifically stated in the bill that 
nothing in the provisions of the bill: 

“. . . Shall be construed to abridge 

the jurisdiction or authority of any state 
to regulate, to the same extent as if this 
act had not been passed, the rates and 
charges for the sale to consumers within 
the state of any power transmitted in 
interstate commerce or the abandon- 
ment of such power service unless a 
substantial number of the consumers of 
such power (to be determined by the com- 
mission in accordance with such regula- 
tions as it shall prescribe) file with the 
commission a petition requesting Federal 
regulation of such rates, charges, and serv- 
ice under this section.” 

In other words, affirmative action 
either by a state commission, a pro- 
ducer or distributor (see division c, 
of § 47) or a body of consumers 
is required before the joint board 
machinery is set in motion. 

It would, therefore, appear that the 
whole set-up, upon which Federal ac- 
tion is predicated under the proposed 
measures, positively favors the pres- 
ervation of states’ rights and looks to 


e 


“VOLUNTARY agreements are subject to serious if not in- 
superable limitations; the compact scheme is unwieldy and 
not suited to the handling of a series of administrative 
problems that may not be susceptible of precise definition. 
The remaining alternative is a joint board appointed under 
the authority of a Federal commission.” 
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boards consisting of representatives 
of the states as the primary means of 
solving interstate problems. 


i the state commissions cooperate 
effectively in connection with the 
joint boards, the Federal commission 
proper will serve as a clearing house 
for petitions; it will set the joint 
board machinery in operation; it will 
become an active participant only in 
case of appeal; and, finally, it will 
serve as a clearing house and repository 
for a vast amount of indispensable 
information on companies active in 
interstate commerce, such as is today 
unavailable at any point. 

When the telephone industry is or- 
ganized nationally, when bus compa- 
nies are operating from coast to coast, 
when gas pipe lines extend from 
Texas to Illinois, and certain electri- 
cal companies are doing business in 
twenty and more states, it seems folly 
to assume that state commissions, 
each necessarily limited to a jurisdic- 
tion bounded by state lines, can regu- 
late and supervise the utilities effec- 
tively. It ought to be axiomatic that 
utility regulation must keep pace with 
utility operation. Just as local au- 
thority gave way to state authority 
when the utility companies began to 
ignore municipal boundaries, so the 
latter must give way to Federal au- 


‘ thority when the companies operate 


on an interstate, a regional and even 
an inter-regional basis. However 
desirable home rule is and however 
much one may wish to conserve it, 
it is not the part of wisdom to ignore 
stubborn facts and to fail to recognize 
that the time may come when home 
rule no longer suffices. 

It is our belief that such a time has 
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come in the matter of utility control 
on a number of sectors and, further, 
that the bills discussed above provide 
for as considerable a measure of home 
rule as is consistent with the use of 
Federal powers, so essential in this 
day of mergers and consolidations, 
the end of which—let it be noted— 
is not yet in sight. 

One of the functions of the Fed- 
eral agency heading up the regulation 
of either the electricity or gas utili- 
ties that has not been stressed in the 
controversy called forth by this pro- 
posal is that it might serve as a com- 
piling agency and clearing house for 
information as to organization, invest- 
ments, costs, contracts, and the like for 
holding and management companies 
operating in more than one state. It 
might also advise in the allocation of 
overhead and capital costs properly 
charged to the several partners of a 
company operating in two or more 
states. This is essential if the theory 
of regulation on the basis of cost 
and a fair return is to be realized on 
a systematic basis. It will also prove 
to be economical if the responsibility 
is placed in a single agency with am- 
ple authority from the central gov- 
ernment. 


HE second bill,® originally intro- 

duced in the second session of 
the 70th Congress by Congressman 
James S. Parker of New York, would 
empower the Interstate Commerce 
Commission to supervise interstate 
bus transportation. 

Certain modifications were made 
because of criticisms raised by the 
American Automobile Association and 
by the Committee on Legislation of 


*H. R. 15621. 
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The Codperati 


“T 


on of State and Federal Commissions 
Through Joint Boards 


F the state commissions cooperate effectively in connection 
with the joint boards, the Federal commission proper 


will serve as a clearing house for petitions; it will set the joint 

board machinery in operation; it will become an active par- 

ticipant only in case of appeal; and, finally, it will serve as a 

clearing house and repository for a vast amount of indis- 
pensable information.” 





the National Association of Railroad 
and Utilities Commissioners. Later 
it was submitted to the Interstate 
Commerce Commission for criticism. 
In its final form, the bill was intro- 
duced in the Senate by Senator Cou- 
zens and in the House by Mr. Park- 
er.” The revised bill embodies many 
of the modifications suggested by va- 
rious agencies which would be affect- 
ed. No action was taken during the 
first session of the 71st Congress, but 
favorable action in the present session 
seems probable. 

The Parker-Couzens bill proposes a 
policy very similar to that just dis- 
cussed for electricity. It provides 
that the control of interstate bus lines 
shall be vested in the Interstate Com- 
merce Commission, which shall refer 
all matters to joint boards made up of 
one representative of each state in 
which the interstate operation is car- 
ried on. This representative will be 
designated by the public service com- 


7S. R. 1351; H. R. 3822. 
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mission of the state, or, in case of 
failure of the commission to choose 
a representative, by the governor. If 
the state fails to send representatives, 
the Interstate Commerce Commission 
is to determine the issue. When the 
joint board has reached a decision, it 
is filed with the Interstate Commerce 
Commission, which will issue an or- 
der or certificate in accordance with 
the board’s decision. In case the 
board does not reach a decision with- 
in sixty days, the Interstate Com- 
merce Commission is empowered to 
make the decision. Appeals may be 
taken from the decision of the board 
to the commission and then to the 
courts as provided for by the Inter- 
state Commerce Commission Act of 
1887. The bill extends the authority 
of the Interstate Commerce Commis- 
sion to certificates of convenience and 
necesity, protection of the public, and 
rates for bus transportation. 


F these measures are enacted into 
law, one of the most important 
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gaps in the regulation of the utilities 
will have been filled. If they fail of 
passage, effective regulation will be 
undermined increasingly as the gas, 
electricity, and bus companies con- 
tinue to expand without regard to 
state lines—a normal and probably 
desirable movement economically. 
The two bills outlined are particular- 
ly deserving of support, because they 
meet the emergency fairly and, at the 
same time, give official recognition to 
the state commissions as the agencies 
best fitted to deal with problems 
arising in their local areas. Oppo- 
sition based on the fear of centraliza- 
tion is not a valid objection to either 
measure, on the ground that the nor- 
mal agencies of control established 
by the bills are boards consisting 
of the representatives of the state 
commissions affected and that the Fed- 
eral commission assume jurisdiction 
only where the states fail to act, or 


if their representatives cannot agree. 


[ the conclusion is valid that inter- 
state businesses will continue to 
grow because of the thoroughly ac- 
cepted fact that state lines offer no 
barriers to economic developments, 
Federal action becomes imperative. 
Consideration of the arguments pro 
and con of the several remedies dis- 
cussed in this article leads the present 
writers to the conclusion that the es- 
tablishment of joint boards acting un- 
der and with a central Federal agen- 
cy will meet the requirements of the 
Situation most adequately. 

Voluntary agreements are subject 
to serious, if not insuperable, limita- 
tions ; the compact scheme is unwieldy 
and not suited to the handling of ad- 
ministrative problems that may not be 
susceptible of precise definition. 

The remaining alternative is a joint 
board appointed under the authority 
of a Federal commission. 





How the Incandescent Bulb Electrified the Eskimo 


| ig mer sng, the great arctic explorer, equipped his good ship 
Bowden with an electric light plant. During the long winter 
of darkness, frozen into the ice, his ship was visited by the Eskimo 
people, for the fame of the wonders of that vessel of the white man 
spread over the whole Arctic region during the next summer. Finally 
out of the night from a great distance (600 miles) came in state 
the greatest chief of them all. 

_What do you suppose this chief and his people wanted to see? The 
piece of the sun the white man had captured and put in a bottle. 
That as you men can guess was the electric light bulb. Nothing else 
on that ship interested that chief. The chief played with that bulb as 
if it were a toy. He warmed his hands with it; he put it in his pocket; 
he tried to put it into his mouth. It fascinated him. Finally he 
offered MacMillan literally all of his wealth—his wives and his bales 
of priceless furs for that bottle that had in it part of the sun. 

And incidentally MacMillan had the devil’s own time trying to make 
the old fellow understand why he could not make the trade. 


—A. W. Robertson. 
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The Right of of a fa Utility 
Employee to Strike 


ParT II 


In the preceding instalment the author outlined the various factors that 
entered into the project of guarding against the breakdown of a service 


“charged with public interest,” 


and the attitude of the legislators, 


the 


courts, the utility industry, labor, and the public toward laws seeking 


compulsory arbitration. 


In the following (and concluding) instalment 


he tells of past experiments in compulsory arbitration, as an indication 
of what might be expected from such laws in the future. 


By LYLE W. COOPER 
PROFESSOR OF ECONOMICS, MARQUETTE UNIVERSITY 


E have seemed to take for 

W granted that if anti-strike 

legislation and compulsory 
arbitration were enacted, strikes of 
public utility employees actually would 
cease. 

Candor compels the admission that 
this happy result might not be real- 
ized. There is no need to labor the 
point that the American people are 
notoriously willing to “take a chance” 
with the law—so much so in certain 
instances that substantial nullification 
ensues. It is not possible dogmatical- 
ly to state whether legislation for- 
bidding strikes would add one more 
to the considerable list of well-inten- 
tioned enactments that have failed of 
their objectives. The answer might 
depend in part upon the severity of 
the penalties and the promptness of 
the authorities in enforcement. But 
more basic is our much-discussed 
force of public opinion concerning 


which it is highly desirable, as indi- 
cated earlier in this article, that a pro- 
nounced majority of the citizens shall 
approve the legislation. 

I believe, in addition, although kere 
the issue is more debatable, that such 
legislation ought also to have the en- 
dorsement of the general body of 
laboring people. Otherwise, I am 
convinced, the legislation is destined 
to experience severe tests which will 
eventually lead to its modification or 
repeal. Coercion of the type em- 
bodied in anti-strike legislation needs 
all possible favorable auspices to make 
it a success. 


A BRIEF glance at history lends 
support to this view. In Aus- 
tralia, where compulsory arbitration 
has had its longest experience, wage 
‘earners and their unions were more 
favorably ; disppsed -toward the orig- 
inal enactments, than were aimployersi 
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The legislation has not been repealed 
and apparently has become interwoven 
in the economic framework of the 
commonwealth. But that the Aus- 
tralian legislation has attained the 
ideal of “a nation without strikes” 
even the most cursory newspaper 
reader is aware falls far short of the 
facts. Some investigators are in- 
clined to approve of the results of 
compulsory arbitration in Australia, 
while others are adversely critical. 
But there is a general unanimity in 
lamenting the fact that when a labor 
government is in office, the arbitration 
machinery invariably functions to the 
benefit of labor, while, when the other 
side is in power, the “breaks” go to 
the employer. This state of things is 
understandable, but it is hardly indi- 
cative of an era of justice in indus- 
trial relations—whatever that term 
may signify with respect to the com- 
plicated problems involved. 


| hy our own country the Kansas ef- 
fort at compulsory arbitration ap- 
pears to have lapsed into a state of 
desuetude, even though the United 
States Supreme Court’s disposition of 
the cases arising out of this law evi- 
dently left the state free to make 
strikes illegal in those industries the 
court might choose to regard “as af- 
fected with a public interest.”® The 
Railroad Labor Board, created by the 
Transportation Act of 1920, was also 
interpreted by the Supreme Court as 
not having compulsory power under 
the statute (267 U. S. 203, 69 L. ed. 
574). Arrogation of such power by 


5See the quotation in footnote 3 above. 
A comprehensive discussion of the implica- 
tions involved in the sas cases is found 
in “The Supreme .Court and. Compulsory 
Arbitration,’ by ‘Edward: Berman, American 
Economic Rewéw,'Mareh, 1928. 
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the board, in fact, was in large part 
responsible for the disrepute in which 
the board finally found itself. Both 
managements and unions resented the 
attempt at compulsion by the board. 
Therefore, Congress superseded the 
board in 1926 with the present Rail- 
way Labor Act which introduced a 
system of voluntary mediation and ar- 
bitration.® 


I is significant that the present law 
governing the settlement of rail- 
road labor disputes marks a turning 
away from compulsion and toward 
voluntarism. Also significant is the 
circumstance that “the public” repre- 
sented in the shaping of the bill for 
submission to Congress consisted of 
the organized employers and the or- 
ganized wage earners. Opinions dif- 
fer whether the present procedure for 
avoiding serious railroad tie-ups has 
satisfied managements and employees 
to the degree anticipated. Those con- 
versant with the railroad situation, 
however, do maintain that the exist- 
ing system, frankly based on volun- 
tary methods, is a marked improve- 
ment over the results under the Rail- 
road Labor Board’s attempted exer- 
cise of compulsion. 


iS Dn Canadian procedure provid- 
ing for a 30-day postponement 
of strikes and lockouts in public util- 
ity and coal mining employment has 


€See H. D. Wolf: The Railroad Labor 
Board (1927). The author states: “Al- 
though the number of violations by both 
sides, as compared with the number of de- 
cisions rendered, was comparatively few, 
those few cases were sufficient to cause 
carriers and employees to lose respect for the 
board’s authority and to detract from the 
confidence of the public in the board as a 
means of insuring uninterrupted transporta- 
tion. The board failed signally in gaining 
the full confidence and cooperation of both 
sides, especially that of labor.” 

















PUBLIC UTILITIES FORTNIGHTLY 


had a somewhat checkered career. 

The law went into effect in 1907 
and provided an agency of investiga- 
tion and publicity so that the parties 
in dispute would have a chance to cool 
off and also be subjected to the force 
of public opinion. Serious stoppages 
have not been altogether prevented 


but such a competent student as Ben 


M. Selekman in a study,’ prepared 
for the Russell Sage Foundation, 
strongly inclines to the view that the 
legislation has been beneficial. Cer- 
tainly it would seem that the law. has 
grown in favor with the Canadian 
public, for it is less subject to serious 
attack now than it was a decade and 
more ago. The following pertinent 
statements by Selekman are worth 
quoting : 

“If Canadian experience may be accept- 
ed as proof, it seems clear that govern- 
ment bodies can obtain the best results in 
industrial disputes by not threatening ar- 
rest, imprisonment, or fines, but by inter- 
vening in a sympathetic spirit to find those 
terms upon which agreement may be 
reached. 

“The continuous and efficient service of 
public utility industries is essential to the 
welfare of the general community. But 
certainly it cannot be assured by the short 
cut advocated by so many influential citi- 
zens in recent years—legislative limitations 
on the right to strike or lockout.” 

HE Colorado legislation, pat- 
terned somewhat after the Ca- 
nadian—although applying over a 
much wider range of industry—in the 
view of other competent observers 


7 Postponing Strikes, 1927. The author has 
enlightening remarks upon the somewhat 





—o subject of public opinion, pp. 321- 


has failed to accomplish the results 
hoped for.* It will be observed that 
both the Canadian and Colorado plans 
look in the direction of compulsion; 
during the 30-day “waiting peri 
strikes and lockouts are illegal and 
subject to penalties. But this pro- 
vision falls far short of going all 
the way toward making strikes of 
utility employees illegal under all cir- 
cumstances. And it may be assumed 
that the degree of variation from com- 
plete compulsion which these laws ex- 
press is of influence in making them 
acceptable to the public opinion of 
their respective communities. 


D ouBT is justified whether the 
present temper of public opin- 
ion in any considerable areas of North 
America will lend its sanction to a 
scheme of compulsion more drastic 
than that comprised in the Canadian 
plan. That agricultural Canada may 
have gone farther in this regard than 
the populous industrial sections of the 
United States are willing to travel, is 
altogether probable. 

Yet (as was emphasized at the be- 
ginning), industrial communities are 
confronted. with the direst conse- 
quences through interruption of es- 
sential utility services. In spite of 
this, if present legislative attitude— 
which may be regarded as represent- 
ing effective public opinion—is op- 





8 Colston E. Warne and Merrill E. Gaddis: 
“Eleven Years of Compulsory Investigation 
of Industrial Disputes in Colorado,” Journal 
of Political Economy, October, 1927. 


e 


develops a sense of responsibility which affords a better 


q “STRENGTH of unions, particularly in the utility industries, 


protection to the public than any that can be achieved by 


coercive legislation.” 
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posed or indifferent to the weapon of 
government coercion, the query arises 
whether practicable alternatives ex- 
ist. 


wo alternatives appear to be pos- 

sible; both involve developing a 
sufficiently strong feeling of mutual 
respect that management and wage 
earners are willing to dispose of any 
disputes that may take place without 
resort to measures that result in dis- 
continuance or serious curtailment of 
service to the public. 

One plan originates mainly through 
the initiative of management and 
takes the form of employee represen- 
tation, welfare work, group insur- 
ance, industrial pensions for aged 
workers, sale of stock to employees, 
and kindred devices. 

The other plan typically comes 
about through pressure of employees 
organized into unions. But although 
initiative comes from the union, if it 
is intelligently officered and manage- 
ment in its turn fully visualizes the 
potential advantages to be obtained 
from the organized group cooperation 
of the employees, the resultant gains 
need not be at all one-sided.® 

Of course, the natural inclination 
of most managements is to prefer not 
to be bothered with the kind of inter- 
ference unions are believed to cause. 





8 Charles F. Marsh in an article, “Trade 
Unionism in the Power Industry,” Journal 
of Land & Public Utility Economics, No- 
vember, 1929, writes: “It [collective bargain- 
ing with the unions] would be advantageous 
to the industry, most of all, because it would 
transform a large group of people possessing 
a considerable degree of solidarity—organ- 
ized labor, in general—from a group of ad- 
vocates of public ownership and opponents 
of the utility companies into allies or, at 
least, into people who would not be actively 
antagonistic to the industry. Moreover, in 


so far as such an understanding would re- 
sult in greater unionization of linemen, the 





Any arrangements that avoid union 
encroachment and also result in a rea- 
sonably satisfactory state of affairs to 
the owners are desired by most man- 
agements. Even though decided gains 
to ownership might accrue from the 
type of union management coopera- 
tion prevailing on the Baltimore and 
Ohio Railroad, managements general- 
ly can not be expected to actively 
seek out the unions for the introduc- 
tion of such a system. But if and 
when unions strongly press for this 
kind of an arrangement, wide-awake 
managements would do well to con- 
sider carefully the benefits that are to 
be derived. Merely to repeat some of 
the time-worn criticisms of organ- 
ized labor, with a closed mind to the 
meaning of recent developments in the 
changed position of leading union 
labor groups toward production, 
amounts to a failure to keep abreast 
of the times. 


HE decisive majority of the stu- 
_dents of industrial relations are 
convinced that the union is an organi- 
zation having a legitimate and natural 
basis, that labor groups organized un- 
der their own leadership are here to 
stay, that ultimately they are destined 
to play an increasingly important role 
in the United States and that they are 
extremely significant agencies for so- 


companies might be able to cut down much 
of the expense of insurance plans, pensions, 
etc., as the Brotherhood has already developed 
beneficial features of this type and will un- 
doubtedly develop them still further as its 
membership grows.” See also “Collective 
Bargaining by Unionists in the Electric 
Power Industry,” by the same author in /bid. 
May, 1930, and “Background of Labor Re- 
lations in Public Utilities,” Ibid. August, 
November, 1929, by E. W. Morehouse. Com- 
pulsory arbitration, believes Morehouse, 15 
Napanee so ” e,: — - lish judges 
ong ago learn e folly of trying to com- 
pel specific performance of cinema service.” 
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The Alternatives to Governmental Coercion 
in Utility Labor Disputes: 





























ua “— NDUSTRIAL communities are confronted 
= with the direst consequences through in- A 
a terruption of essential utility services. In spite 
ail of this, if present legislative attitude—which 
" ; may be regarded as representing effective public 
ly opinion—is opposed or indifferent to the 
c- weapon of government coercion, the query 
a arises whether practicable alternatives exist. 
es Two alternatives appear to be possible.” (See 
ke page 94.) 
n- 
to 
of cial and economic betterment. Im-_ ticed by wage earners whether organ- 
n- plied in these convictions is the fur- ized or not (Stanley B. Mathewson: 
he ther one that the great majority of “Restriction of Output among Un- 
he workers have a genuine preference for organized Workers,’ 1931, largely 
on belonging to unions and that when based upon personal experience and 
yn, this preference is balked, industry and case studies). 
ist society, in one way or another, pay a 
heavy price. ’ may be that managements of 
One who has observed the func- most of the utilities now on an 
- tioning of unions knows that they, “open shop” basis will not seriously 
“y like business itself, are subject to seri- consider entering into collective bar- 
=" ous abuses. But these abuses in trade gaining relations with unions until 
unionism are not inherent. Upon the pressure of strikes or the threat 
< close examination some of them will of strikes is exerted—and then the 
be be disclosed as having their origin in fighting spirit of managements will be 
“1 the uncompromisingly combative atti- aroused and calm consideration of the 
ea tude of management, or in the dis- merits of collective bargaining will be 
is organized condition which character- indeed difficult. In any event, such 
- izes certain branches, for example, of union pressure will probably not be 
uch the construction industry (William forthcoming until union sentiment is 
- Haber: “Industrial Relations in the more powerful than it is at present, 
un- Building Industry,” 1930, particular- although sentiment is doubtless 
- ly Parts II and III). Restriction of stronger among some of the large and 
tric output, often cited as an abuse pecu- more important groups than manage- 
~ liar to organized labor, is being bet- ments realize. 
ust, ter understood as mainly growing out A reasonable hypothesis is that the 
ms of unemployment and other factors “open shop” status of certain of the 
ges making for insecurity and, therefore, utility industries will not continue in- 
~ restriction is almost universally prac- definitely. In the meantime, doubt- 
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less a watchful waiting policy on the 
part of managements is the most that 
can be expected. However, if such a 
policy were regarded as compatible 
with an open-minded attitude toward 
the possible gains as well as the possi- 
ble losses resultant from collective 
bargaining, the most objectionable 
potential consequences in the shape of 
strikes and accompanying turmoil 
could be avoided. It is worth recall- 
ing that the support of the outside 
public cannot be definitely counted on 
by a utility in every case in dispute. 
And we have also seen that if anti- 
strike legislation should actually be 
enacted, it will almost certainly make 
room for representation by organized 


labor. 


B ivy possibility that unions may 
be instruments for avoiding 
strikes rather than in fomenting them 
is often overlooked. Theoretically, 
the powerful Locomotive Engineers’ 
Brotherhood constitutes a grave dan- 
ger to the regular and smooth opera- 
tion of the railroads. But it is so long 
since this union or the Order of Rail- 
way Conductors has engaged in a 
major strike that probably the mem- 
ory of most people cannot supply the 
approximate decade. 

Strength of unions, particularly in 
the utility industries, develops a sense 
of responsibility which affords a bet- 
ter protection to the public than any 
that can be achieved by coercive legis- 
lation. 








If You Believe the Newspapers— 


Ar cootinc of homes by gas is one of the important developments 


prophesied by the gas utilities. i 


/” 


ABRAHAM LINCOLN was, in his early life, a public service corporation 
lawyer; he served as attorney for the Chicago and Alton, Rock Island, 


and other railroads. 
oe 


/~ 


Firry thousand calls are received daily by the telephone company in 
New York from people who call “Meridian 7—1212” for the purpose of 


finding the correct time. 


* 


THE customers of an electric light company in Andernach, Germany, 
recently “went on strike” and used kerosene lamps in an effort to force 
a reduction in rates from 11 cents to 9 cents a kilowatt hour. 

* 


Tue city of La Paz, in Bolivia, recently announced that it would 


expropriate the property of the local power company unless a 


50 per 


cent rate reduction was put into immediate effect. The rates were put 


into immediate effect! 

















The History of the New ‘Public 
Utility of the Air’—in a Nutshell 


400 B.C. ARCHYTAS constructs the first recorded effort in history to 


construct a flying device, called a “wooden pigeon.” 


” 


1660 A.D. ALLARD, a tight-rope performer, becomes the first recorded 


1678 


1783 


'e 


1783 


1783 


1784 


1785 


1852 


1867 


1870 


casualty of aviation when he is injured in an attempt to glide. 
e 


BESNIER makes the (supposed) first successful flight in a 
glider. 
sd 


The first public experiment with hot-air balloon is made by 
MONTGOLFIER brothers in France. 

oe 
The first hydrogen or “inflammable air” balloon is sent up from 
Champ de Mars, Paris, by PROFESSOR CHARLES. 

Rm 
A rooster, a duck, and a sheep go up in a balloon at Versailles 
—the first living things to ascend. 

zz 
PILATRE DE ROZIER and the MARQUIS D’ARLANDES 
make the first free man-carrying balloon ascent from Paris. 
The ROBERT brothers make the first ascent in a cylindrical 
balloon at St. Cloud, France. 

wm 
The first fatality occurs in aviation history when PILATRE 
DE ROZIER and ROMAIN are killed near Boulogne. 

¥ 


GIFFARD ascends from Paris with the first really navigable 
balloon, steam driven. 
* 


LILIENTHAL brothers build and experiment with an orni- 
thopter built of pallisander wood and goose feathers. 

‘€ 
TROUVE builds an ornithopter model which flies 200 feet, 
driven by a 12-cartridge explosion motor. 
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1903 


1908 


1909 


1911 


1911 


1911 


1918 


1919 


1919 


1920 


1923 


1926 


1927 


1929 


1931 
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LANGLEY tests two large airplane models, one of which flies 
3,200 feet, driven by a 14-horsepower steam engine. 
- 


ORVILLE WRIGHT makes the first undisputed power-driven, 
man-carrying flight of 12 seconds, 120 feet, at Kitty Hawk, 


North Carolina. 
e 


DELAGRANGE takes up Farman for a 50-meter hop—the first 
passenger-carrying airplane flight of history. 

¥ 
CURTISS wins first “SCIENTIFIC AMERICAN” trophy by 
flying over a mile with his “June Bug,” Hammondsport, New 
York. 

So 
BLERIOT flies the English Channel from Sangatte, France, 
to Dover, England, in 37 minutes. 

- 
SOMMER takes up 12 passengers at once in a plane of his 
own design. 

- 


ORVILLE WRIGHT makes first real soaring glide in history— 
9 minutes, 45 seconds, Kitty Hawk, North Carolina. 


vw 
The air mail is begun in England between Hendon and Windsor. 


> 
The first regular air mail line is inaugurated in the United 
States. 
- 
NC-4 makes first transatlantic airplane flight via the Azores. 
> 


ALCOCK and BROWN make the first nonstop transatlantic 
flight, St. Johns, Newfoundland, to Clifden, Ireland. 


> 


Regular commercial air service is established between Seattle 
and Victoria. 

5 
DE LA CLERVA’S autogyro makes its first flights. 

- 
COMMANDER BYRD and FLOYD BENNETT fly from 
Spitzbergen over the North Pole and back in the monoplane 
“Josephine Ford.” 

e 
LINDBERGH, in the “Spirit of St. Louis,’ makes first New 
York-Paris nonstop flight in 33 hours, 39 minutes, winning the 
Orteig prize. 

e 
COMMANDER BYRD and two companions fly over the South 
Pole in the monoplane “Floyd Bennett,’ 15 hours, 51 minutes. 

9 
The monoplane DO-X, flies over the South Atlantic with 13 
passengers including CAPTAIN FRIEDERICH CHRISTIAN- 
SEN, and lands at Natal, Brazil. 
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As Seen from 


the Side-lines 





W: were riding in Washington 
one evening, Calvin Coolidge 


. and I. 
* * 


“SENATOR Couzens was in today,” 
said he. He chuckled. I knew a hu- 
merous story was coming. 

* * ‘ 

“He told me he and Ford drove 
around Detroit all one afternoon ar- 
guing whether his salary would be 
$250 or $300 a month. He later sold 
his interest in the plant to Ford for 
thirty million dollars.” 

. * 

Mr. Couzens is not without humor. 
Secretary Mellon brought suit against 
him to recover taxes on the sale of that 
stock to Ford. When the interminable 
hearings were over and the decision 
finally came, Couzens, instead of owing 
the government money, got a check for 
some $700,000 the government owed 
him in that transaction. 

* * 

HE looked at the check, smiled, and 
quietly observed with a humor that 
may be described as grim, “The greatest 
Secretary of the Treasury since Alex- 


ander Hamilton.” 
* * 


Mr. Couzens knew how to make 
money. He knows how to spend it 
too. Rarely has any rich man in public 
life since the time of Thomas Jefferson 
contributed so generously from his own 
purse to allay the sufferings of others 
and to promote civic development. Ask 
Detroit ; she knows. 

* * 

His detractors and his enemies, of 
whom he has many, must confess that 
Mr. Couzens is more or less of a busi- 
ness man. He was, in short, the busi- 
ness manager of the Fords, and if they 
deserve credit, he too, must receive his 
share for participating in the expansion 
of one of the greatest industrial enter- 
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prises in all the history of the industrial 
world. 
* * 

Mr. Couzens is as queer in his sena- 
torial independence as Senator Borah 
is mystifying. He will vote with the 
Republicans, of whom he is one, for 
seemingly no good reason at all, and he 
will vote against them for seemingly 
no good reason at all. Yet he prides 
himself on his consistency. And if he 
satisfies himself, perhaps that is 
enough. A few growls and complaints 
come from his varied constituency back 
home in Michigan, but the opponent 
who pleases to take a joust against him 
is as rare as a Democrat in Vermont. 

* * 

SENATOR Couzens happens to be and 
is the chairman of the Interstate Com- 
merce Committee. That is the com- 
mittee that will and does handle rail- 
road legislation, affecting the most im- 
portant and most necessary branch of 
transportation in these United States. 

1* * 

HE is, therefore, a personage to be 
considered, consulted, and contemplat- 
ed, even if Senator Couzens can’t be 
anticipated. 

* 

WASHINGTON is largely a govern- 
ment by bureaus when Congress is out 
of session and a government by com- 
mittees when Congress is in session. 
The committee chairman is a power 
unto himself. He calls up bills for 
hearing when he is so disposed. He 
calls them off when he is so disposed. 
He can pigeonhole legislation to its 
death; he can blow the breath of life 
into it and present it for action in all its 
pristine strength and glory. 

* * 


“O,” you say, “but he is only one of 
a committee of thirteen or fifteen or 
seventeen members.” 
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“Yes,” say I, “but each of the major- 
ity party Senator is also a committee 
chairman. And each and every one of 
these gentlemen is going to concede 
the importance and power of all the 
other chairmen lest he in turn be sepa- 
rated from the sway he holds over his 


own committee.” 
* * 


Senator Couzens has been in action 
of late. President Hoover, it will be 
remembered, proposed a $500,000,000 
reconstruction program in order that 
emergency loans might be made to the 
harassed railroads. 

x . 

Mr. Dantet Willard hopped over 
from Baltimore to Washington on the 
B. and O., to fortify Mr. Hoover’s 
idea with practical argument while 
Messrs. Ward of the Bowery Savings 
Bank and Benson of the Dime Savings 
Bank jaunted down from New York 
to give tongue to the claim that the 
banks, being heavy holders of the rail- 
road securities, would be materially 
aided by this bountiful proposal. 

* * 


Mr. Couzens sat by for a long time 
with a patience that is not invariably 
his. He has, it must be admitted, a 
great fund of confidence in Mr. Wil- 
lard, the Vermont boy who made good 
in a big way and is still so much of a 
railroad man that he knows two long 
blasts followed by two short ones 
mean that a crossing is being ap- 
proached, with a prayer that no auto is 
stalled upon it. 

* * 


“Tue carriers,” said Mr. Willard, 
“have more than a billion dollars worth 


. of securities coming due in the next 


three years. My own company has 
$43,000,000 worth maturing next year.” 
* * 

“Anp to go into the market for the 
money under present conditions would 
involve a regrettable burden on the 
cost of transportation.” 

+ * 

Here Mr. Couzens, his patience 
taxed, comes into the forensics. En- 
tirely unnecessary, all this deluge of 
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new railroad legislation, he asserted 





with a positiveness that caused the 
visiting tourists to be convinced that it 
was nothing less than the Supreme 
Court on its feet. 

* * 

Way not reénact the railroad act of 
1920, Senator Couzens demanded to 
know. It was originally enacted for 
just such an emergency as this one. Its 
purpose was to loan government funds 
to railroads so much in distress that 
they feared that the sheriff would come 
in on the next train bearing his red 
flag with him. And probably riding 
on a pass, at that. 

* a 

Mr. Couzens, who knows his mil- 
lions, said that $314,000,000 is still 
available under the revolving fund cre- 
ated by the legislation of 1920. And 
back of that fund is an organization 
which has had all the experience of 
ministering to the railroads’ needs. 
Why create a new gang of neophytes, 
with all the delay, expense, and incon- 
venience and uncertainty they might 


occasion ? 
* x 


Waat are the roads and Mr. Hoover 
going to do in a case like this with a 
man like this? Mr. Couzens, we have 
said, prides himself on his consistency. 
He will stick to that 1920 solvent. He 
is, moreover, a fighter with that two 
o’clock in the morning courage which 
Napoleon found to be so rare among 
his generals. He, and this is more than 
moreover, has the confidence of the 
Democrats and the insurgents of the 
West and they happen to control a 
majority of the Senate when the vote 
is called on any measure of importance. 

* « 

Ir will be strange indeed, if, in 
troublous times like these, this major- 
ity of truculent Democrats, of agricul- 
tural Democrats, and truculent and ag- 
ricultural Republicans, yields to Mr. 
Hoover and the railroads. 
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What Others Think 





How the Presidential Possibilities Stand 
on the Power Question 


Ix months ago nearly all political 

writers accepted the probability of 

a power issue as a leading issue in the 

1932 presidential campaign almost as a 
foregone conclusion. 

Since then, however, happenings have 
cast considerable doubt on the power 
question as a major issue. 

The best evidence of this change of 
sentiment is the average American daily 
newspaper. City editors are pretty 
smart parties when it comes to feeling 
the public pulse. That is their job and 
if they today put news stories about the 
Federal Trade Commission power in- 
quiry on the inside third or fourth 
page instead of on the first page—as 
such items were published six months 
ago—one may be sure that this change 
of editorial make-up policy is not the 
result of mere caprice. Yet, it is so in 
a varying degree for almost every large 
American daily. A few minutes spent 
with any daily’s back files will confirm 
this conclusion. 


HERE are a number of factors 

which have tended to push the 
power question out of the limelight. 
Not the least of these is the fact that 
the public is just a bit tired of hearing 
about it, never did and never will under- 
stand it, and is beginning to place its 
enthusiasm elsewhere. The power 
probe was “hot stuff” as long as the Fed- 
eral Trade Commission “revelations” 
brought forth stories of intercorporate 
shenanigans, stories of attempts by 
power magnates to poison the wells of 
knowledge by subsidizing college pro- 
fessors, and tales that hinted at bribery 
scandals ; but now that the Washington 
probe has developed a routine that pro- 
duces little but figures about valuation, 
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kilowatts, and horsepower, the public 
has lost interest. 

The spectacular stage of the Federal 
Trade Commission probe is over. 

The most important factor, however, 
in withdrawing the attention of the 
public from the power industry has 
been the increasing interest in the criti- 
cal economic situation and in prohibi- 
tion. 

These two matters will undoubtedly 
be leading issues in 1932, and it seems 
to be the consensus of Washington 
opinion at this writing that the power 
issue will run a poor third, if at all. 


oe astute politicians have attempt- 
ed to fuse these two major issues 
by advocating legalized beer as a method 
of hastening the return of prosperity. 
Whether this can be done with any 
success at the polls is doubtful, but it 
is certain that the power issue could 
not be dragged in and tacked on to 
either of the other two issues in this 
manner. True, some politicians try to 
talk about power in order to avoid being 
forced to talk about prohibition, but 
if the public wants to hear about pro- 
hibition in 1932, the candidates will 
talk about it or else—! It reminds one 
of the statement made by former at- 
torney general of New York, Albert 
Ottinger, when he was running for 
governor against Franklin Roosevelt. 
Mr. Ottinger was accusing Mr. Roose- 
velt of pussyfooting on the wet issue 
by hiding behind the power issue. He 
said: 

“The only thing that is all wet about 
Mr. Roosevelt is his stand on water 
power!” 

Governor Roosevelt was successful 
in that campaign because the New 
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York voters were interested in having 
something done about the St. Lawrence, 
while at the same time they realized 
that the governor of New York could 
do little for the return of beer. But 
in 1932, as candidate for President, 
Governor Roosevelt could not duplicate 
this feat and get away with it. He 
is probably too smart to try it. 

However, as the power question will 
probably be at least talked about in 
the 1932 campaign, it should interest 
those active in utility regulation to 
check over the leading candidates to see 
just where they stand on the power 
question. 


rrst of all, there is President 

Hoover—the probable Republican 
nominee now that Mr. Coolidge has 
emphatically put aside the crown with 
the kind permission of the copyright 
owners of The Saturday Evening Post. 
There is little doubt of the President’s 
position. He is opposed to government 
ownership of utilities both in theory 
and in practice. He is opposed to inter- 
ference by the Federal government with 
the regulation of utilities except where 
it is absolutely necessary to supplement 
the regulatory activity of the states, 
and then only by joint or regional 
boards upon which each state involved 
shall have proportional representation. 
This has always been the President’s 
position, although during the 1928 
campaign he induced the Scripps- 
Howard press and other liberal papers 
into supporting him by making state- 
ments about government operation of 
power sites being justifiable “in specific 
cases,” which led the liberal journalists 
_ to believe that he would let Senator 
Norris have his way about Muscle 
Shoals. 


LBERT C. Ritchie, Maryland’s well- 
liked governor who will be men- 
tioned for the Democratic nomination, 
is evidently of the same mind as Presi- 
dent Hoover ; furthermore, he is bluntly 
honest about it. His speech before the 
American Bar Association at Atlantic 
City, September 15th, left no doubt 


whatever as to his absolute opposition 
to government ownership of utilities. 
He minced no words. He made no 
reservations. His speech was a typical 
Ritchie speech, and Ritchie has long 
been regarded as one of the most honest 
and fearless men in politics. His 
speech could be summed up in a sen- 
tence: “The nation’s policy,” he de- 
clared, “must not be government own- 
ership.” 

But the governor is not blind to the 
misdeeds of utilities. He is no corpora- 
tion candidate. He added: 

“We may as well start, however, by 
admitting that the utilities have not been 
free from their share of faults. The 
ambition to build up great fortunes and 
the concentration of power through the 
merger of innumerable independent con- 
cerns, either by consolidation or by the 
device of holding companies, has doubtless 
led to instances of manipulation or ex- 
ploitation in the utility field, as the same 
things have done in other fields, and the 
whole range of public utility operations 
is admittedly one calling for public scrutiny 
and supervision.” 

Governor Ritchie went on to state 
that it was not the attempt to correct 
these abuses which he deplored, but 
rather the specific remedy suggested— 
government ownership. He _ went 
President Hoover one better and stated 
definitely that he believed that Muscle 
Shoals was entitled to exceptional con- 
sideration. 

Finally, he lit into Governor Pinchot 
of Pennsylvania, and Senator Couzens 
of Michigan, who both advocate inter- 
vention by the Federal government into 
local state regulation. Quoting from a 
published interview of Senator Couzens 
in Pusiic UriLities FortTNIGHTLY 
(August 7, 1930), Governor Ritchie 
declared that his often expressed views 
on the right of the state to run its own 
affairs is just as applicable to utility 
regulation as it is to prohibition. As 
a true Democrat, Governor Ritchie be- 
lieves in states’ rights. As a true son 
of the grand old Free State, Governor 
Ritchie believes in the slogan that must 
have been coined in the days of the 
Calverts: “Live and let live.” He 
believes that state commissions gener- 
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ally are just and efficient, but intimated 
that even were it otherwise, and the 
people of a particular state wanted to 
put up with a second-rate commission, 
it was that people’s own business, and 
that when Uncle Sam goes around 
trying to force his conception of moral 
government upon local communities, 
he is borrowing as much trouble in the 
field of regulation as he received in the 
field of prohibition. 


oes brings us to a consideration 
of Governor Roosevelt of New 
York, generally regarded as the lead- 
ing Democratic contender. It is popu- 
larly supposed that the governor is in 
favor of government ownership of 
utilities, that he is out of patience with 
commission regulation, and that he is, 
generally speaking, an enemy of the 
utilities. These popular suppositions 
are not fair to the governor. In the 
June 25th issue of Pusiic UTILITIEs 
ForTNIGHTLY he stated: 

“I have not advocated universal adoption 
of government operation, but I am of the 
opinion that government operation is wise 
under certain conditions and that the laws 
of our states should permit government 
operation, just as I believe that our stat- 
utes should permit private operation under 
public control. There is no general or 
universal rule which may be laid down 
as applicable to every case, or even to every 
state, but it would be as unwise to deny 
to communities the opportunity to own 
and operate their own utilities as it 
would be to make private operation im- 
possible under any circumstances. Each 
community should be given the right to 
determine which policy it shall pursue.” 
This statement has almost a Ritchie 

flavor. Let the communities be their 
own boss. If they want municipal 
utilities, let them have them. It is 
noticeable that while Governor Pinchot 
was advocating Federal appropriation 
for relief of unemployed during the 
present winter, Governor Roosevelt 
was asking his own state to bear the 
burden, adding that he could expect 
no help from Washington. Governor 
Roosevelt evidently believes in states’ 
rights and state responsibilities. He is 
a severe critic of regulation, but not a 
bitter enemy of it. Utilities may ex- 


pect in him a stern master but not neces- 
sarily an implacable adversary. 

Governor Roosevelt stated along 
these lines (also from the June 25th 
article) : 

“I am firmly convinced that a proper 
system of public regulation wisely admin- 
istered will not endanger prudent un- 
impaired investment in public utilities, pro- 
vided the management is efficient and con- 
structive. Indeed, investors ought to de- 
sire and work for efficient regulation. 
Private unregulated monopolies are un- 
thinkable, and if regulation fails, the only 
alternative is government ownership.” 


? | ‘HE renomination by the Democrat- 

ic party of the genial Al Smith 
is not generally regarded as likely. But 
should this come to pass, the former 
governor’s record for utterance on the 
power question betrays an attitude 
basically similar to Governor Roose- 
velt’s, but much milder. He favored 
and fought bitterly for state ownership 
and operation of the New York power 
sites on the St. Lawrence, but was con- 
tent to leave transmission to private 
companies—a sentiment not shared by 
his successor. There is evidence that 
he is growing less enthusiastic about 
the importance of power as compared 
with other issues. Last spring, in 
Washington, he remarked that he did 
not think much of the power issue and 
that he never got far with it in New 
York. If Al Smith were renominated 
in 1932, we would probably hear little 
about power and very much about pro- 
hibition—the subject dearest to the 
former governor’s heart. 


a newspaper men were 
expecting that Newton Baker, 
another Democratic possibility, might 
say something about the power question 
in his speech before the American 
Legion in Detroit, but he did not. In- 
stead he talked of disarmament. This 
does not indicate that the former Secre- 
tary of War is not interested in the 
power issue. He failed also to talk 
about prohibition. It probably means 
that he prefers to wait before showing 
his hand. Mr. Baker has successfully 
guarded his power question sentiments 


103 








from the press. He seems to have 
made no public utterance that would 
indicate his position one way or another. 
True, as a member of the Wilson cab- 
inet, he was an active supporter of 
Muscle Shoals development, but one 
must remember that he was Secretary 
of War and that Muscle Shoals con- 
tained the solution for an acute problem 
in munition manufacture at that time. 
This emergency has passed and Mr. 
Baker remains an enigma on the power 
question. The same thing might be said 
= his fellow Ohioan, former Governor 
Ox. 


y the time this item is published 

the Jackson Day dinner held at 
Washington, January 8th, will have 
become history. It promises to rival 
in importance another Jackson Da 
dinner held in Jersey City, January rf 
1911, when Governor Wilson behaved 
in such a pugnacious manner that he 
was nominated for president by his 
party that same year. There are ru- 
mors that the Smith-Raskob forces are 
weakening in their demands for a re- 
peal of the prohibition amendment and 
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will be satisfied with a referendum 
plank. The particular candidate who 
can guarantee this will have a good 
chance for nomination, no matter what 
the straw votes on convention delegates 
show to the contrary. What was really 
done at the Jackson Day dinner on 
January 8th will not be generally 
known for weeks—if ever! 


OME mention might be made of 

Governor Pinchot’s position, al- 
though his nomination by the Repub- 
lican party seems remote. Governor 
Pinchot has been an implacable critic 
of, not to say enemy of, the utilities, 
a foe to commission regulation, and is 
regarded as an advocate of government 
ownership. Governor Roosevelt, the 
most liberal of the Democratic candi- 
dates, would at least be restrained from 
excessive interference with state regula- 
tion of utilities by his Democratic re- 
gard for state sovereignty, but the 
governor of Pennsylvania has no such 
inhibitions. Were he president, the 
utilities could promise themselves at 
least four uncomfortable years. 


—F. X. W. 





The Federal Power Commission Asks for 
Increased National Powers 


HOSE who are watching intently 

the conflict between the states and 
the national government on the ques- 
tion of the division of regulatory pow- 
ers will find the recent eleventh annual 
report of the Federal Power Commis- 
sion to Congress of more than passing 
interest. 

Probably the most significant feature 
of the report, at least so far as the util- 
ity industry and the state commissions 
are concerned, is the declaration by 
the commission that effective regulation 
of operating hydroelectric companies 
may be found to depend upon an exten- 
sion of the jurisdiction of the Federal 
Power Commission. 

Owing to the control of the holding 
companies of many of the most impor- 
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tant projects within the commission’s 
present jurisdiction, the commission’s 
report pictures interstate commerce of 
electricity as “national rather than re- 
gional in scope.” It ventures the opin- 
ion that even a superficial view of the 
present status of the power industry 
would disclose “serious deficiencies in 
the information available for use.” 

The report declares that no single 
state is sufficient unto itself to under- 
take unaided the task of finding all the 
pertinent facts concerning the power 
industry, and to making them public. 
Coéperation under the leadership of a 
central agency, such as the Federal 
Power Commission, was said to prom- 
ise “the nearest approach to 100 per 
cent success.” 
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“STAY OUT!” 
The attitude of the electric éndustry toward the Federal Power 
Commission, as seen by the Hearst newspapers. 


n the surface, to one not familiar 
with the background of the Fed- 

eral versus state jurisdictional contro- 
versy, one might be led to believe that 
the Federal Power Commission had 
gone over to the so-called “Couzens 
camp.” Senator James Couzens, of 
Michigan, it will be recalled (see Pus- 
tic Utinitres ForTNIGHTLY, August 
7, 1930), is a sponsor of proposed con- 
gressional legislation to extend the 
Federal Power Commission jurisdic- 
tion over all electric power transmit- 
ted in interstate commerce. But a 
more careful analysis of the report will 
reveal that the present Federal Power 
Commission has not gone as far as 
Senator Couzens, and that, indeed, it 
has gone no further than the conces- 
sions to the Federal government sug- 
gested by such staunch advocates of 
state regulatory control as Commis- 
sioner Harold E. West, of Maryland. 
Commissioner West, it will be re- 
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called, in answering Senator Couzens’ 


explanation of his proposed interstate 
power bill, suggested that it may be 
necessary for the Federal government 
to aid state regulation by regulating 
certain phases of intercorporate rela- 
tions in the power industry. In other 
words, Commissioner West conceded 
that since there is little chance that the 
states individually can adequately cope 
with the holding situation, there would 
be one field for Uncle Sam to prove a 
real friend of state regulation by doing 
for the states what they could not do 
for themselves. But the Maryland 
commissioner would insist that such 
Federal regulation be of a character so 
restricted as to supplement and not du- 
plicate or overlap state regulatory ju- 
risdiction. (See Puszic UTILitrEs 
ForTNIGHTLY, November 13, 1930.) 


"Th ans back to the recent report 
of the Federal Power Commission, 
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we find almost the same thought. It is 
pointed out that the Federal Water 
Power Act contains definite recogni- 
tion of the rights and interests of the 
states, thus “affording a broad and 
practical basis for the effective codp- 
erative administration.” Again the re- 
port seems to seek extended jurisdic- 
tional powers for the Federal Power 
Commission only to the extent of ob- 
taining data from companies exercis- 
ing intercorporate control over the op- 
erating projects now subject to the 
commission’s jurisdiction. There will 
be some advocates of states’ rights in 
the regulatory field who will continue 
to see even in this suggestion the 
“camel’s nose” of national encroach- 
ment, but the majority of the states’ 
rights advocates will probably concede 
that such a mild advance is inevitable. 


Ferre significant feature brought 
out in the recent report is the fact 
that the Federal Power Commission’s 
suggestions for increased jurisdiction 
are specifically restricted to hydroelec- 
tric companies. Nowhere in the re- 
port is there any suggestion that the 
commission should have control over 
power generated by fuel plants, even 
though the same be transmitted in in- 
terstate commerce. It will be remem- 
bered that Senator Couzens made no 
such reservation or distinction in his 


proposed bill. 


ELeventH ANNUAL REPORT OF THE FEDERAL 
Power ComMISSION To ConGrEss. Decem- 
ber 7, 1931. 


EprrortaL, Washington, (D. C.) Daily News, 
December 2, 1931. 





The Use of Government Bureaus for Rendering 
First Aid in Rate Schedules and Research 


N the flood of proposed farm relief 
measures that are now showering 

upon Washington, an announcement of 
Representative Marvin Jones of Ama- 
rillo, Texas, stands out as being of con- 
siderable more than passing impor- 
tance. 

Mr. Jones stated orally on November 
18, 1931, that he would introduce in the 
current session of Congress, a bill to 
confer upon the Federal Farm Board 
power to establish and maintain a rail 
rate adjustment revision for the benefit 
of the harassed farmer. 

Mr. Jones apparently feels that the 
manufacturing interests have had their 
own way too long in securing railway 
rate revisions for the benefit of their 
particular products, and that a great 
many of these revisions have been at 
the expense of the agricultural classes. 
Mr. Jones thinks that it is about time 
that the farmers were getting a break. 
He particularly referred to the fact that 
railway freight rates on iron, steel, 
farm machinery, and other manufac- 


tured articles from interior points to 
ports of exportation are from 25 to 40 
per cent less when shipped to foreign 
countries than when intended for use 
by our own people. While these re- 
duced rates have stimulated trade in 
such manufactured articles, Mr. Jones 
laments that farm commodities general- 
ly have not had similar advantages in 
rate reductions. 


To correct this situation Mr. Jones . 


advocates the creation of a new division 
of the Federal Farm Board. It is to 
have three general purposes: 

1. It is to have the task of filing with 
the Interstate Commerce Commission, 
or other proper authorities, applications 
for freight rate reductions on wheat, 
cotton, or other farm commodities sim- 
ilar to the reductions now obtained on 
manufactured articles. 

2. It is to have the task of investi- 
gating any alleged discrimination in 
freight rates against the farmer. 

3. It is to take any and all steps nec- 
essary to correct such discriminations. 
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In other words, Mr. Jones favors the 
establishment of a sort of specialized 
district attorney, prosecuting for the 
sole benefit of the farmers, any rate 
discriminations by railroad companies. 


SSUMING as true Mr. Jones’ charges 

that the manufacturers have had 
more than their share of success in al- 
tering the railroad rate schedules for 
their own advantage, Mr. Jones over- 
looks the fact that the manufacturing 
interests at least paid for their own 
lawyers in conducting these alterations. 
The bill he would propose would have 
Uncle Sam pay the farmers’ lawyer bill 
for the same sort of work. Doubtless, 
if the door is once thus open, the down- 
trodden coal men will ask that their 
legal expenses in transportation pro- 
ceedings be paid out of the Federal 
treasury; next will come the oil and 
lumber interests. It is, indeed, difficult 


to see just where this line of Federal 
aid can be logically cut off once it is 
well started. 


ypcaniage akin to the idea expressed 


above is the spirit of an interest- 
ing article written in the November 
1lth issue of The Nation by Mr. F. J. 
Schlink. Mr. Schlink calls his article 
“Government Bureaus for Private 
Profit,” and he makes the point that 
we have grown accustomed in the era 
of Harding, Coolidge, and Hoover, to 
see governmental bureaus functioning 
for the purpose of larger and quicker 
profits for the business men, but that 
most of the public does not yet suspect 
that Science and Research, (with capi- 
tal letters), is not altogether incorrupti- 
ble and unpurchasable. 

Mr. Schlink directs his attack at what 
he calls the evolution of the Bureau of 
Standards for the benefit of private 
business. A large part of the bureau’s 
services and plant, he says, is now given 
over to the studies and experiments of 
ninety-six “research associates,” em- 
ployed and paid by thirty-nine business 
interests, mostly trade associations. In 
a few cases individual firms, such as a 
nationally known maker of heat insula- 
tion and a nationally known manufac- 


turer of tooth paste and other toilet 
articles, pay these research associates. 

Mr. Schlink charges that the growth 
of the research associates plan has aid- 
ed in bringing about a complete disap- 
pearance of the original conception of 
the bureau’s work for theoretical and 
applied science. He claims that a once- 
distinguished research institution has 
become devoted to the direct service of 
manufacturers and merchants. The 
author points to such projects as the 
research on the blistering of vitreous 
enamels upon cast iron for the benefit 
of the bathtub industry; the measure- 
ment of high electrical voltages for the 
benefit of the electrical power industry, 
and research on the underground cor- 
rosion of pipe, two thirds of the imme- 
diate cost of which was paid for by a 
gas association, a petroleum associa- 
tion, and a few individual manufactur- 
ers. The gas association is also 
charged with paying for part of the re- 
search of the Bureau of Standards for 
the purpose of correcting corrosion of 
gas-oven linings. 

If the Bureau of Standards is thus 
to be at the beck and call of every Tom, 
Dick, and Harry, who is engaged in 
commercial enterprise, Mr. Schlink 
wants to know why the consumer—the 
fellow who must buy these bathtubs 
and cast-iron pipes and use these elec- 
trical voltages—should not be aided in 
his selection in the open market by ad- 
vice from the government bureaus. 
The government’s argument against 
free release of data of interest to con- 
sumers is that economic matters and 
the economic effects of its studies are 
outside of its proper concern. Yet the 
bureau finds no inconsistency in con- 
ducting, but not publishing, competent 
researches into telephone rate struc- 
tures and kinds and quality of service. 


GovERNMENT BuREAUS FOR PRIVATE PROFIT. 
By F. J. Schlink. The Nation. Noyember 
11, 1931. 


IncREASED Powers FOR THE FEDERAL FARM 
Boarp. Statement by Marvin Jones of 
Lg United States Daily. November 
19, 1931. 
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Des Moines Register 


A SWELL CHANCE TO ADD ANOTHER PET 
TO OUR COLLECTION 


The Trend toward Federal Power 
as Viewed in the Light of History 


I Federal regulation of the utilities 


inevitable? History is not an in- 
fallible guide in suggesting an answer 
to this question but it is useful in in- 
dicating probabilities; therefore, the 
public utility leaders might profitably 
ponder the teachings of American his- 
tory to discover the reasons for the 


attitude of the American people toward 
business. They should welcome the 
appearance of a book like “The Epic 
of America,” by James Truslow 
Adams, in which attitudes like this are 
satisfactorily explained. 

Mr. Adams has deleted from his 
fascinating narrative most dates and 
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the hodge-podge of military campaigns 
with which the business man has little 
inclination to burden his mind; there 
is, however, much practical value for 
the heads of the utilities in learning 
how the “ordinary American has be- 
come what he is today in outlook, char- 
acter, and opinion.” 

After all the utilities are dealing 
daily with millions of these ordinary 
Americans. Their psychological re- 
action to the many questions of regula- 
tion and control affecting the utilities 
is influenced by what has gone before. 
Possibly some of the forces shaping the 
future of the utilities may be favorably 
affected by the wise business man who 
knows something of our history. 

There is no easier or pleasanter way 
to the knowledge of our past than that 
afforded by Mr. Adams’ book. In a 
little more than four hundred pages the 
essentials of the growth of this nation 
from Columbus to Hoover are brilliant- 
ly and admirably described. An ex- 
ample of the succinctness of his style 
is afforded by this extract: 


“Harding had to liquidate the war; 
Coolidge had quietly to liquidate the 
scandals of the Harding régime; and 
Hoover is now watching the liquidation 
of the ‘Coolidge prosperity.’” 


Mr. Adams is no adherent of any one 
particular theory to explain historical 


development. The various factors such 
as the economic interpretation of his- 
tory, the influence of climate and geo- 
graphical environment, and the role of 
the frontier are all admitted. The con- 
stant flux of changing frontiers is, how- 
ever, emphasized as of fundamental im- 
portance both in having influenced the 
course of our history and to account 
for many of the idiosyncracies of our 


people. 


Te utility leader will be particular- 
ly interested in the development of 
the Hamiltonian conception of Ameri- 
canism. He will see it eventually tend- 
ing to break down because “the power- 
ful were trying to grasp all power.” 
He will be interested in the concentra- 
tion of power in the strong Federal 
government for the light it throws on 
the growing movement for Federal 
regulation of utility activities as opposed 
to control by state commissions. Al- 
though the practical value of this book 
has been stressed, it is unreservedly 
recommended because of its exception- 
ally fine writing, for its absorbing in- 
terest, and because of its stimulating 
outlook on the past of our country. 
—Donactp ARMSTRONG 


Tue Epic or America. By James Truslow 
Adams. Boston: Little, Brown, and 
Company. $3.00. 1931. 





The New Policy for Preventing Monopolistic 
Abuses instead of Punishing Them 


A’ the result of national radio ad- 
vertising, most of us have come 
to know that in medical practice there 
is an important distinction between 
“prophylactic” treatment and “thera- 
peutic” treatment; the former attempts 
to prevent diseases before their appear- 
ance, while the latter attempts to cure 
the disease after its arrival. In former 
years little attention was given to pro- 
phylactic treatment, but more recently 
medical science has regarded it as in- 
creasingly important. 


Speaking analogically, the law is 
chiefly used as a means of therapeutic 
treatment to cure or rectify crimes or 
civil injuries. The “injunction” is the 
only prophylactic treatment known to 
the law. But now the lawyers also are 
waking up to the advantages of pro- 
phylactics to prevent legal abuses. It 
used to be that a man could desert his 
wife in the United States and get a 
fraudulent divorce in a foreign coun- 
try with ease. The wife could set aside 
this decree, perhaps, if she could ever 
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catch him within her own state juris- 
diction. But that was problematical 
and inevitably expensive. Now the 
courts are issuing “prophylactic” de- 
crees whereby such a husband might 
be restrained under penalty of being 
jailed for contempt of court from ever 
seeking such a foreign decree. 

It is a new idea and it seems like a 
good one. Mr. William S. Donovan, 
assistant attorney general during the 
Coolidge administration, would carry it 
yet further and apply it as a means for 
regulating competition between indus- 
try. He is one who believes that the 
Sherman Act should not be repealed. 

Here is a concrete example of what 
Mr. Donovan means: 


Lge years ago, prior to the Coolidge 
administration, a certain candy 
manufacturer was faced with a com- 
plete loss of business as the result of 
competition. His competitors were 


feeling badly about it too. They were 
losing as much money as he was. In 


other words, competition was ruining 
the business for everybody concerned. 
He called his competitors together. A 
merger was suggested. It seemed a 
happy solution until the firm’s lawyer 
objected that the arrangement might 
run foul of the Sherman Act. 

Was he sure? No, he was not. Who 
could be sure? He didn’t know. The 
courts themselves did not know until a 
case was properly raised before them. 

The manufacturer got an idea. He 
was honestly seeking advice as to how 
he might conform with the law. Why 
should he not ask those who were in 
the best position to advise him? He 
went to Washington and laid his prop- 
osition before an assistant attorney 
general. That official regarded him 
with a cold fishy eye and said, in ef- 
fect : ; 

“I don’t know whether this is legal 
or not until you do it. After you have 
done it, the department will investigate 
and if we think you have violated the 
law, we will prosecute you. You will 
have to take a chance. We cannot ad- 
vise you in advance. Our job is to 


convict offenders and not to render 
opinions.” 

The manufacturer retired to a Bal- 
timore hotel and shot himself. 

Of course, all cases are not so dra- 
matic. But this is typical of the atti- 
tude taken by our justice department 
prior to the régime of Colonel Dono- 
van. He instituted a policy which he 
himself describes as follows: 


“I, of course, can speak only from my 
own experience. In the Coolidge admin- 
istration a definite policy was adhered to 
of giving opinions in advance concerning 
proposals which might come within the 
prohibitions of the law. It was felt that 
the purpose of the law was to prevent the 
organization of combinations and agree- 
ments that might be violative of the law, 
and that the most effective way to deal 
with such activities and to protect the pub- 
lic was to prevent their coming into being 
and not to wait until they had actually 
been effected and worked their harm.” 


Mr. Donovan believes that an exten- 
sion of that policy might correct many 
of the defects that are now charged 
against the enforcement of the Sher- 
man Act. He states: 


“My own view is that a most important 
element in the enforcement of the anti- 
trust laws lies in the theory and method 
of administering these laws. There are 
measures that could be adopted, not funda- 
mental in their nature, but which would 
enable industry to know better what it 
could properly do in a given circumstance 
without the fear or threat of criminal proc- 
ess. 


He states his position to the effect 
that the enforcement of the Sherman 
Act is not hopeless, as follows: 


“Various methods have been suggested 
by which the administration of our anti- 
trust laws may be improved. But what- 
ever plan is adopted, it would seem that 
the following features must be included. 
Some Federal agency, such as the Federal 
Trade Commission, should be vested with 
advisory and quasi judicial powers. Only 
the attorney general should have author- 
ity to institute proceedings to restrain and 
prevent violations of the law. Except in 
criminal cases, all proceedings instituted by 
the attorney general and all private liti- 
gations for injuries resulting from unfair 
competition should be brought before this 
commission. A review of the decisions of 
the commission could be had either by the 
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circuit court of appeals or perhaps by a 
specially constituted court. 

“Parties entering into agreements affect- 
ing interstate commerce should be given 
the right to submit such agreements to the 
commission, which should be authorized 
and directed to give advisory opinions in 
matters involving the public interest. Such 
opinions should constitute prima facie evi- 
dence in any subsequent civil proceedings 
involving the same facts and should pre- 
vent criminal prosecution by the govern- 
ment.” 


OLONEL Donovan seems to think 

that the trouble with our Sher- 
man Act lies, not in its enactment, but 
in the present method of administra- 
tion. He says that a repeal of the anti- 
trust laws, as advocated by many busi- 
ness men, as well as progressives, would 
be like jumping from the frying pan 
into the fire, in that it would make nec- 
essary the regulation of all industry 
and hasten the ultimate abandonment 
of our traditional individualistic econ- 
omy. He sees in the increasing tend- 
ency towards increasing the number of 
public utilities and increasing regula- 
tory powers over those businesses 
which are already utilities, a definite 
trend towards this direction. He said: 


“Industry may not recognize that, if the 
theory which the Sherman Act embodies 
is to be completely abandoned, the only 
alternative will be that industry must sub- 
mit to some kind of regulatory measures. 


The history of our economic system sug- 
gests, however, that we have a choice be- 
tween those restrictive laws which limit 
the field in which industry can freely o 
erate and regulatory measures_ which, 
while enlarging the field of operation, will 
impose close governmental supervision and 
control. 

“The problem of reconciling the inter- 
ests of the state with the interests of great 
industrial organizations constitutes a chal- 
lenge to our ability to govern ourselves. 
We have reached a maturity in our indus- 
trial life where its complexity and the all- 
embracing and vital part which it plays in 
our social and economic well-being demand 
that we reéxamine the basic philosophy up- 
on which all effective regulation of indus- 
try must depend.” 


The whole burden of Colonel Dono- 
van’s message appears to be that we 
have not yet devised an economic sys- 
tem to replace the principle of free 
competition, which will adequately pro- 
tect the public from the dangers of 
monopoly without undue governmental 
regulation. Until we are prepared to 
abandon this competitive principle, 
Colonel Donovan believes that we ought 
to let the anti-trust laws alone and do 
our best to help people to know when 
they are breaking them. 

In other words, he is an advocate of 
legal prophylactic treatment. 

—F. X. W. 


INTERPRET ANTI-TRUsT Laws; Don’t ABAN- 
pon TuHeM. By William S. Donovan. 
Electrical World. November 28, 1931. 





A “Yardstick” for Measuring the Quality of 
a Utility’s Public Relations 


gh public relations problem ap- 
pears to have received the most 
attention from electric, gas, and tele- 
phone utilities. But the privately 
owned water utility operators have not 
been asleep, either. Because most water 
utility services are municipally con- 
trolled, the private operators are not 
confronted with the nation-wide attacks 
through the press and other mediums 
of the government ownership advocates. 
But they do have their problems. * 
The American Waterworks Associa- 


tion, sometime ago, assigned to its 
“waterworks practice committee” the 
task of producing something worth 
while in the way of a report on the 
public relations problems of their in- 
dustry. The resulting report filed by 
Howard S. Morse, of the Indianapolis 
Water Company, can well hold its own 
in point of merit and research with the 
similar reports of other utility indus- 
tries. 

The waterworks committee did not 
attempt to replow the much harrowed 
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ground concerning the duties and obli- 
gations that exist between utilities and 
their consumers; this has been well 
cared for by committee reports of its 
sister utility industries. Instead, it de- 
vised an interesting scale—a handy 
method—whereby a given utility could 
compute its own public relations batting 
average on barometer readings or what 
not. It is called “A Rating Scale for 
Public Relation.” 

Operators of gas, electric, and tele- 
phone companies might, simply as a 
matter of historical interest, try apply- 
ing the scale on their own company and 
see if their resulting general average 
would flunk them or entitle them to a 
degree cum laude in public relations. 

The scale has five major divisions, as 
follows : 


“1. Policy and organization of utility. 

“2, Plant facilities. 

“3. Quality of supply. 

“4, Services to consumers. 

“5. Attitude of public toward public af- 
fairs. 

“The total of points for a perfect score 
is placed at 1,000, and these 1,000 points 
are distributed between these five major 
divisions—100 points being allotted to pol- 
icy and organization of utility, 250 points 
to plant facilities, 250 points to quality of 
supply, 300 points to services to consumers, 
and 100 points to attitude of public toward 
public affairs. 

“The grading under each of these main 
divisions and throughout the scale ranges 
from excellent through good, fair, and 
poor. The grading of very poor was sug- 
gested but in framing the tentative scale 
has been omitted. Under these different 
gradings the weights have been appor- 
tioned, 80 per cent of excellent being al- 
lotted to the grading of good, 60 per cent 
of excellent to fair, and 40 per cent to 
poor.” 


Under these main headings there are 
a number of divisions and subdivisions, 
any of which the quota of points as- 


signed to that heading are distributed. 
There is a brief description of the sub- 
ject matter of each item similar to that 
attached to an income tax return. 


| Tay pt with this outline, the util- 
ity prepares to take its own read- 
ing by asking outside agents “in the 
community served to assign averages to 
each item from their knowledge of the 
community, its citizens, and the com- 
pany’s service. The company’s staff 
does likewise. The results are com- 
pared and the experience of the com- 
mittee indicated that the agreement be- 
tween both on various items was very 
frequent and gratifying. 

As a small concrete example of how 
these averages are assigned, let us take 
“subdivision 20” which is listed under 
the second main heading. It is entitled 
“fire protection” and its maximum 
weight is 10 points. Presumably, if the 
record of the company for adequate 
protection at fires has been unques- 
tioned by the fire department or any- 
body else, the company is entitled to a 
full rating of 10 points. If service 
proves to be defective at one fire, per- 
haps 9 points; if at two fires, perhaps 
8 points. It is somewhat arbitrary, of 
course, but approximately accurate and 
ought to give the utility a very good 
idea as to just how it stands with the 
community. 

There is, of course, neither space nor 
purpose for reproducing here the de- 
tailed items in the test. A copy of the 
committee’s report is undoubtedly 
available for interested parties upon re- 
quest to the Association. 

—M. M. 


A RatincG ScALE For Pusiic Rerations. By 
Howard S. Morse. Journal of the Ameri- 
can Water Works Association. Vol. 23, 
No. 11. 1931. 





Publications Received 


Tue Tempo or Mopern Lire. By James 
Truslow Adams. Albert & Carles Boni, 
Inc., New York, New York. 1931. 344 
pages. Price $3. 


Tue Interstate ComMMERCE CoMMISSION. 
Part Two. By I. L. Sharfman. The 
Commonwealth Fund, New York, New 
York. 1931. 533 pages. Price $4.50. 
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The March of Events 





Arkansas 


School Aid Sought through 
Taxation of Utilities 


Ae voters at the general election 
in November, 1932, will pass upon an 
initiative measure for the imposition of a tax 
on public utilities for the benefit of public 
schools. The measure failed of passage in 
the 1931 legislature. 

State Representative H. B. Thorn, accord- 
ing to the United States Daily, has stated 
that he is advised that 60 to 70 per cent of 
the public school teachers are receiving no 
pay for their services and that a large part 
of the outstanding bonded indebtedness is in 
default. He is quoted further: 

“It is necessary to seek new sources of 
revenue and I know of no source from which 
this can come that would be more equitable 
than from the utilities. A tax on the utilities 
would not be a tax on the people. On the 
other hand, such a tax would materially 
lessen the burden on the public and the hue 
and cry coming from different sources against 
any taxation is not justifiable in view of this 
fact.” 

ss 


Motor Truck Operators Must 
File all Contracts 


At motor truck operators who claim to 
be contract haulers or private carriers 
will be required to file with the state railroad 
commission their original contracts under 
which the hauling is done, according to an 
announcement by Reece A. Caudle, a member 
of the commission, reported in the United 
States Daily, which says: 

“This action is to be taken, Mr. Caudle 
explained, under authority of an opinion by 
the attorney general, Hal L. Norwood, in 
response to an inquiry from the commission 
as to whether it has authority to regulate 
operators found not to be doing business 
under legal private contracts. In many in- 
stances, he said, where the license permit of 
a truck operator has been canceled for failure 
to observe regulations of the commission, the 
operator has continued the business, claiming 
to have entered into private contracts.” 


e 


_ The attorney general in his opinion states 
in part: 

“The courts have held uniformly that where 
any carrier offers to haul any commodity for 
anyone at any time for compensation, then 
such person is a common carrier, and the 
bus and truck laws of this state require your 
commission to fully regulate such carrier. 

“In short, it must appear from the facts, 
under the laws of the state, as decided by 
our supreme court, that the carrier at the 
time he became engaged in the business had 
only certain definite contracts and that he 
has never at any time offered to haul for 
anyone else other than the specific persons 
with whom he had the contracts at the time. 
lf such person after beginning such work 
and actually having, say, a half dozen bona 
fide contracts, should, thereafter, continue to 
make other and new contracts, then such per- 
son would automatically become a common 
carrier and subject himself to all of the 
regulations contemplated in the law to be 
made by your department. 

“It is our opinion that it is not only within 
the power of your commission, but, under 
the law, it is the duty of your commission, 
to require all carriers claiming to be private 
carriers, having certain definite contracts, to 
file with your commission, for its examina- 
tion, the original of such contracts. 

“If it should appear from such contracts 
that each and every one of them are bona 
fide contracts and were made and entered 
into by and between each party and the 
carrier before the carrier actually began and 
entered into the truck business in Arkansas, 
then such carrier would not be subject to 
regulation, being a private carrier, but would 
only be required to pay the gross taxes re- 
quired under the law. 

“We might add further that the law ex- 
tends and contemplates very wide powers 
and discretion to the commission in all these 
matters. Any loose construction of the law 
would cause the entire structure of it to 
break down and the state would find itself 
in the position of recognizing all carriers 
as private carriers. 

“In other words, a strict compliance with 
the law and construction of it is con- 
templated, and under no conditions should 
any subterfuge be recognized.” 
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Conneéticut 


Who Must Pay for Free Water 
Service to City? 


HE question has been raised in the New 

Haven Water Company Case, before the 
commission, whether the utility has the right 
to charge against ratepayers the cost of 
water furnished without charge to the city 
of New Haven under the terms of a contract. 
It is estimated that $50,000 worth of water 
is furnished annually for fire protection, while 
water valued at $20,000 is served through 
meters in public buildings, for which there 
is no charge. Cross-examination of Nicholas 
Hill, Jr., expert for the company, by Cor- 
poration Counsel Samuel A. Persky reveals 
the fact that this loss of revenue has been 
charged against the private consumers. The 
city contends that the fact that the contract 
provides for free water should in no way 
result in a burden on the consumers. 


e 
Georgia 


County Electric Plant Found 
to Be Expensive 


HE Crisp County Power Commission, 

which operates an electric plant, has 
voted to offer the power plant and the 
Cordele distribution system for sale to the 
Georgia Power Company, its competitor. 
Sale of the property would be subject to a 
referendum of citizens. 

The Georgia Power Company began serv- 
ing Cordele in the latter part of 1929. The 
county plant began operation in August, 1930, 
at rates 10 per cent below those of the power 
company. The power company then re- 
taliated by reducing rates below those of the 
county plant. After litigation before the 
commission and the courts the two plants 
got on the same rate level. 

Bonds in the amount of $1,250,000 were 
authorized to build the generating plant and 
transmission and distribution system. The 
plant was designed to produce 20,000 horse- 
power through four generating units, but the 
output of the plant was limited to only two 
such units as the cost of erection exceeded 
by $200,000 the amount of the bond issue, it 
- = in the Atlanta Constitution, which 
adds: 

“Interest charges on the county’s outstand- 


e 


President G. Y. Gaillard of the water com- 
pany takes a different attitude. He states 
that this expense must be absorbed some- 
where and the consumer pays. He said, ac- 
cording to the New Haven Register: 

“No one questions that the New Haven 
Water Company is entitled to a return on its 
investment. This return can come only from 
water rates paid by consumers. If one con- 
sumer is furnished water without charge, 
it necessarily follows that the cost of this 
supply must be absorbed by consumers who 
do pay. Hence, the burden of paying the 
cost of free water to the city of New Haven 
must be absorbed by some, at least, of the 
other €éonsumers. Obviously there is no rea- 
son why consumers in Hamden, West Haven, 
and the other towns, should pay any part of 
the cost of free water to New Haven. From 
this it follows that the only persons who can 
absorb this cost are the consumers in New 
Haven.” 


ing bonds are said to amount to $62,500 a 
year. Payments on the principal of the bonds 
amount to $25,000 a year, the first of these 
payments on the principal coming due within 
the next few weeks. Estimates have been 
made that the fixed expenses of the county- 
owned plant amount to a total of $112,000 a 
year. 

“Tax rates in Crisp county have increased 
materially since the building of the county- 
owned plant was undertaken. A tax of 
$60,000 was levied in 1930 and again in 1931 
in order to meet interest charges on the 
bonds. Since the enterprise was undertaken, 
the Crisp tax rate has been increased from 
13 to 26 mills, making that county’s tax rate 
the highest of any county in Georgia. Of 
the 26 mills, 18 mills are levied for the pur- 
pose of paying interest and sinking-fund 
charges on the bonds, the 18 mills alone 
being a higher rate than the average county 
tax rate in the state.” 

There is said to be opposition by some 
Cordele citizens to the sale of the plant. A 
meeting of citizens was held recently at which 
the commissioners were criticized for the 
action they had taken. The war with the 
power company seems to have inspired the 
citizens to defend the operation of their pet 
plant regardless of the economics of the 
situation. 
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Indiana 


Municipal Unit Rate Basis Is 
Issue in Federal Court 


HAT is termed one of the dominant 

public utility questions in Indiana, 
whether rates should be tested on a system- 
wide basis instead of the town and city unit 
for valuation and service regulations, was 
argued before three judges of the United 
States court on December 18th in the Martins- 
ville electric rate case. The policy hereto- 
fore adopted in the state has been that of 
treating the municipality as the unit for 
regulation and rate fixing. This was the 
policy by the commission followed in the 
Martinsville case. 

Attorneys defending the commission posi- 
tion argued that neither the commission nor 
any other authority except the legislature had 
the power to change a declaration of public 
policy. Counsel for the city of Martinsville 
said that the Public Service Commission Law 
gives any city or any ten citizens the right 
to petition the commission for rate revisions 
or service regulations, and that it is the 
duty of the commission in such cases to hold 
a public hearing and make such investiga- 
tions as it deems necessary. This, he said, 
does not mean that every foot and stick of 
property in all the counties served by the 
utility shall be appraised. 

The utility stressed its objections to find- 
ings by Albert Ward, special master in 
chancery, who found that the Martinsville 
rates were not confiscatory and had set a 
value of $102,947 on the property at Martins- 
ville used and useful to the public. The com- 
pany is seeking a valuation of $135,000 on 
the theory that property other than that in 
Martinsville is useful to Martinsville citizens 
because it enables them to receive electricity 
at a much lower rate than if it were gen- 


e 


erated in Martinsville with the equipment 
there. It was asserted that the entire operat- 
ing unit of the company should be used as 
a basis for valuation and net revenues of 7 
or 8 per cent, to which the company is en- 
— should be applied to all the property 
value. 


» 


Emergency Order Asked after 
Therm Billing Barred 


HE Northern Indiana Public Service 

Company has filed with the commission 
a petition for the establishment of emergency 
gas rates in communities in northern Indiana 
supplied with 1,000 B.T.U. gas. Quoting 
from the Indianapolis Star: 

“The commission was asked to authorize 
temporary continuance of rates in effect No- 
vember 20th, which were ordered canceled, 
or to permit the putting into effect of equiv- 
alent rates on a cubic-foot basis. The pro- 
posed cubic-foot rates, the petition stated, 
will make no change in the cost of gas service 
to consumers. 

“The company declared that if it charges 
consumers the same cubic-foot rate for 1, 
B.T.U. gas as it did formerly for 570 B.T.U. 
gas, its revenue will be reduced to a point 
where it will be faced with an operating 
deficit of at least $85,000. 

“The company charged that the commis- 
sion’s order abolishing the therm method of 
billing patrons creates a serious emergency 
in its business and ‘if not immediately cor- 
rected will do irreparable damage and injury’ 
and ‘will result in the confiscation of petition- 
er’s property devoted to the public service, 
and will injuriously affect the public in- 
terest.’’ 


Iowa 


Gas Company Seeks Injunction 
Against Lower Rates 


HE Creston Gas Company has petitioned 

in Federal court for an injunction against 
a formal demand for lower rates. The 
Creston city council had passed a resolution 
calling upon the company to comply with 
the new 25-year franchise granted in No- 
vember, 1929. The Creston Advertiser states: 

“Section 13 of the new franchise provides 
that if the company does not meet all pro- 
visions within thirty days after being notified 
by registered mail the franchise may be 


terminated by formal resolution of the coun- 


cil. 

“Section 12 of the new ordinance requires 
the company to install a ‘Brady indicator’ or 
other standard device in the city hall ‘or such 
other place as the city may designate’ for the 
purpose of testing the gas furnished Creston 


customers. This has not been done, although 
the new franchise was granted in 1929, ac- 
cording to the council. 

“Section 14 of the new franchise calls upon 
the company to furnish the city a map show- 
ing every extension of mains, a provision 
which the council asserts has not been com- 
plied with.” 


115 





PUBLIC UTILITIES FORTNIGHTLY 


Michigan 


Management Fees and Coal 
Prices Questioned in 
Arbitration 


GAS arbitration board has been hearing 

testimony in behalf of the city of Sagi- 
naw in support of a contention that gas rates 
should be reduced. The city has attacked 
a management fee paid by the utility to the 
Commonwealth & Southern Management 
Corporation for services. This fee was said 
to be 14 per cent of gross earnings, but 
Lloyd E. Bemis, testifying for the city, ex- 
pressed the belief that it was not a proper 
charge against the Saginaw properties for 
consideration in rate making as it was for 
the benefit of stockholders instead of con- 
sumers. Counsel for the utility attempted 
to bring out the point that Mr. Bemis had 
excluded the management charge because he 
did not have the necessary information as to 
what its value to Saginaw would be, but the 
witness replied that if any service were ren- 
dered to Saginaw by any individuals, it 
should be billed as salary and expenses. 

The witness presented an extensive analysis 
to show that the company could purchase its 
coal at prices considerably lower than it was 
paying. He asserted that one variety of coal 
could be purchased for $1.60 a ton at the 
mine instead of the $1.75 the company had 
been paying, and that another kind that is 
being bought for approximately $2.20 a ton 


could be purchased for $1.25. He testified 
that the company purchases part of its coal 
requirements from a mining company owned 
by the Commonwealth & Southern Corpora- 
tion which owns the local utility company. 
Counsel for the company questioned the 
witness as to whether prices for the future 
should be judged by normal years or years 
of depression. The witness stated that he 
thought the present price was normal for 
consideration in the proceeding before the 
arbitration board. 

Methods of allocating between the units 
general expenditures of the company that 
apply to the company as a whole or to more 
than one unit came in for discussion. At- 
torneys for the company sought to show 
that Mr. Bemis had followed a different 
method in some cases than that used by the 
company. The witness explained that in 
certain cases he believed allocation according 
to revenues was a fairer method than alloca- 
tion according to number of meters as carried 
on the company’s books for the items in 
question. 

Witnesses for the city placed a valuation 
upon the property at $2,804,496.23 and com- 
puted a 7 per cent return on it at $196,314.74. 
The net income before depreciation and 
Federal income taxes was placed at $382,- 
343.47, and. the net income after deduction 
of depreciation and Federal income tax at 
$399,528.08 which was said to be $104,213.34 
in excess of the proper amount. 
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Minnesota 


Electric Utility Slashes Rates 


HE Northern States Power Company has 

announced lower rates effective January 
Ist which will save consurhers approximately 
$500,000 in Minneapolis alone. The new 
rates apply to all classes of service in that 
city and suburban areas. The Minneapolis 
Tribune states: 

“With the reduction, which will be in- 
cluded in all bills after January 1, 1932, the 
112,074 residence customers in Minneapolis 
will save $177,000; bills to 14,257 small com- 
mercial users will be reduced $115,000, and 
the 6,845 electricity users billed either on 
combined light and power schedules or as 
other power oer will make aggregate sav- 
ings of $195,000 

“In addition to this total of $487,000, tax- 

ayers of Minneapolis will save another 
$13,000 through reductions in street lighting 
costs. 


“Bills received by residence users after 
January Ist will show a cut of from 9 cents 
per kilowatt hour gross, the rate before the 
discount has been figured, to 8 cents per 
kilowatt hour. Additional discounts also 
have been made in the optional residence 
rate, which is based on the number of rooms. 
Similar reductions also have been made in 
commercial lighting and retail power rates, 
and the reductions for large light and power 
users have been made in proportion to other 
classes of service.’ 

R. F. Pack, president of the power com- 
pany, said that under ordinary circumstances 
the reduction would not have been possible 
at this time because the increase in sales this 
year has been comparatively small, but that 
reduced cost of materials purchased by the 
company and other economies have made it 
possible for the company to pass the savings 
on to its customers in the form of rate re- 
ductions. 
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New York 


Zone Fares Instead of 8-Cent 
Fare Are Asked 


HE Yonkers Railroad Company, at the 

close of hearings to determine whether 
an 8-cent fare instead of the present 5-cent 
fare should be allowed, last month amended 
its petition to ask for the division of the 
city of Yonkers into two 5-cent zones instead 
of charging the same rates in the northern 
and southern parts of the city. It is stated 
that 75 per cent of the riders would con- 
tinue to pay the 5-cent fare now in force 
and 25 per cent would be subjeeted to a 
10-cent tariff. 

Counsel for the company, in making the 
new plan public, stated that it is intended as 
a temporary expedient to meet current con- 
ditions and to give the railroad a fair re- 
turn on its investment. He said that eighteen 
months had elapsed since the petition for an 
8-cent fare had been filed and that the amend- 
ment was intended to meet the new condi- 
tions that had arisen since then. 

As the city prepared to fight the proposal 
for two zones, local bus companies also op- 
erating on a 2-zone system announced that 
they would allow free transfers from one 
line to another if the city officials desired 
such an arrangement. The bus plan is that 
a transfer issued on payment of a 5-cent 
fare would be good on any other 5-cent ride. 
If the passenger paying an original 5-cent 
fare desires to transfer to a bus on which 


the fare is 10 cents, he would be required 
to pay another 5 cents. 


- 


Westchester Rates Taken under 
Advisement by Commission 


HE public service commission, following 

a hearing in New York city on December’ 
17th, took under advisement the question of 
lower electric rates for the Westchester’ 
Lighting Company. Both the company and 
the community representatives seemed to 
agree that a rate reduction was desirable, but 
they disagreed as to the method of accom- 
plishing the reduction. 

The company for one thing has insisted 
that the 2-meter system of charging for 
power should be abandoned. 

Chairman Milo R. Maltbie, according to 
the New Rochelle Standard Star, made it 
clear that there would be no difference in 
the rates for apartment dwellers and those 
who lived as one family under a roof. A 
representative of the Suburban Apartment 
House Owners of Westchester suggested 
such a difference could be made because of 
the reduced costs of meter reading, billing, 
and the like to apartment house dwellers, 
to which Chairman Maltbie replied: 

“We have heard much about that, but the 
commission has not favored such a rate and 
will not reverse itself.” 


e 


Ohio 


Power to Tax Imported Gas and 
Electricity Contested 


HETHER a State can recover taxes on 

the wholesale business done by gas and 
electric companies bringing these products 
into the state is a question now at issue in 
Ohio. The Supreme Court of the United 
States in the East Ohio Case upheld the 
right of the state to tax retail sales. A re- 
cent statement by the Ohio attorney gener- 
al’s office is quoted in the United States Daily 
as follows: 

“Attorney General Gilbert Bettman has 
announced that he will advise the treasurer 
of state to accept the check for $154,486.78 
tendered by the Ohio Fuel Gas Company in 
payment of its excise tax for 1931, but that 
this acceptance will not bar the right of the 
state to proceed against the company for 
the remaining sum = of approximately 
$172,500,000 which the state claims is due.” 


The attorney general, in explaining the con- 
troversy over the amount of the tax which 
rew out of the victory of the state in the 
st Ohio Gas Case said: 

“Whether under the East Ohio decision’ 
we can recover taxes on the wholesale busi- 
ness done by the gas and electric companies 
is the question. What the Supreme Court 
decided was on gas or electricity brought 
from West Virginia and sold at retail in 
Ohio. Ohio had a right to levy a tax, al- 
though the company claimed that as the com- 
modity was in continuous motion from out- 
side the state of Ohio, it was in interstate 
commerce and, therefore, exempt from ex- 
cise taxes here. We disputed that and con- 
tended that interstate commerce ended when 
gas was distributed locally. The Supreme 
Court upheld our contention and back taxes’ 
in the amount of $1,676,885 have already been’ 
paid to the state under that decision. 

“The question which has been ding be- 
tween us since and which this check brings 
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to an issue is whether Ohio can levy an ex- 
cise tax on gas or electricity coming without 
the state but which is sold at wholesale in 
Ohio. It must be kept in mind that the com- 
panies to which the Ohio Fuel Gas Company 
sell it, which companies sell it to consumers, 
pay a tax. 

“What the attorney general of Ohio is con- 
templating is whether both companies, the 
wholesaling company and the retailing com- 
pany are not liable for the tax. 

“If the contention of the state is sound 
then for 1931 there would be due $327,000. 
If it is not sound, then it is. $154,486.78. This 
check, however, can be accepted without 
barring the right of the state to collect the 
balance. We are sending a covering letter to 
the Ohio Fuel Gas Company saying that we 
are not accepting it as payment in full and 
that unless the full amount is paid, we shall 
enter suit.” 


¥ 


Data on Corporate Relationship 
Said to Be Inadequate 


tTrorNEY General Gilbert Bettman has 

filed with the public utilities commission 
a memorandum on behalf of the state charg- 
ing that information furnished by the Ohio 
Bell Telephone Company in “professed com- 
pliance” with a request for specific data is 
“inadequate, incomplete, and evasive.” This 
information was sought in connection with 
the commission investigation of telephone 
rates. The state is seeking to learn of the 
profits of the Western Electric Company, 
particularly for the years 1925 to 1931. The 
attorney general states that the response 
failed to furnish any of the information re- 
quested and amounts merely to an offer to 
throw open the books of the Western Elec- 
pe Company at its offices in New York. He 
adds: 
“We respectfully submit that this commis- 
sion should use the same judicial exactitude 
in protecting the public from exorbitant rates 
that the company would have it use in pro- 
tecting the company’s property from confis- 
cation. The public interest demands that the 
underlying data used in compiling exhibits be 
scrutinized by impartial, qualified auditors. 

“Inasmuch as the company has declined to 

furnish any of the specific information asked 
for but merely agreed to throw open the 
books to let us find it if we can, it is re- 
spectfully submitted, therefore, that this mat- 
ter be set down for hearing at an early date 
in order that a ruling may be had as to each 
of the specific requests and comments above. 
Following this the attorney general will de- 
termine his course as to sending representa- 
tives to the New York office of the A. T. & 

Company and of Western Electric for 
the purpose of completing an examination of 
their books as indicated herein.” 


Brief on Columbus Gas Rates 
Filed by Company 


348-pace brief has been filed in behalf 

of the Columbus Gas & Fuel Company 
by Edward C. Turner, chief of counsel in 
the 48-cent rate ordinance proceedings be- 
fore the public utilities commission. The 
company contends that it would be justified 
in charging about seventy cents for gas, 
based on a fair valuation of its property and 
allowing a proper amount for expenses and 
return. The company’s appraisals set the 
value of the plant at $5,284,529 while Harry 
R. Allensworth, a witness for the city of 
Columbus, placed the valuation figure at 
$3,355,510. 

A charge of 61.61 cents per thousand cubic 
feet to the Columbus Gas Company for its 
supply from the Ohio Fuel Gas Company 
with a distribution cost of 24.59 cents per 
thousand cubic feet, is said in the brief to 
be fair. This would mean a retail rate of 
85 cents, but since the local company has a 
contract to buy gas from the Ohio Fuel Gas 
Company for 45 cents, the Columbus com- 
pany contends that 69 cents is a fair retail 
rate. The witness Allensworth contended 
that it cost but 16 cents per thousand cubic 
feet to deliver gas within the city, and that 
the 48-cent rate is amply high. The brief, 
among other things, according to the Colum- 
bus Dispatch, states: 

“Artificial gas looms as a strong possibil- 
ity for the city of Columbus if the local 
company is forced by low rates into the 
hands of a receiver. 

“Valuation of the plant of the local com- 
pany is lower than that used in the Federal 
court case by $70,000,000 when taking into 
consideration the net additions since then at 


cost. 

“The leasehold valuation placed by the 
Ohio Fuel Gas Company on its acreage of 
all classes is the very foundation of the gas 
business and should be allowed in fixing a 
fair gate rate. 

“The city’s experts, principally H. R. Al- 
lensworth and J. Paul Blundon, displayed 
woeful lack of knowledge, much less exper- 
ience, in the gas business and were striving 
mainly in their analyses and exhibits to 
‘shoot at a mark.’ 

“Continuance of the supply of gas from 
West Virginia to Ohio depends upon ‘wheth- 
er a little real statesmanship and justice shall 
prevail or whether the mere political urge 
is going to be too strong for Ohio’s own 


good. 

“Those who are opposing the contentions 
of the company for the 69-cent rate as op- 
posed to the 48-cent rate provided by city 
ordinance, are so totally unfamiliar with the 
actual operations and practices of a natural 
gas utility that they are entirely unqualified 
to make any estimate that would be approxi- 
mately accurate, it is claimed in the brief.” 
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Pennsylvania 


Validity of Water District 
Law Is Contested 


A— have been presented before 
Judges McLean, Valentine, Jones, and 
Fine at Wilkes-Barre on the constitutional- 
ity of the recent Harvey Water Bill provid- 
ing for the creation of municipal water dis- 
tricts. The legislation is attacked by the 
Taxpayers’ Association, which is opposing 
the creation of the Wyoming Valley Water 
District. This district would cover practical- 
ly the same territory as that supplied by the 


old Spring Brook Water Supply Company. 
The latter company is now a part of the 
Scranton Spring Brook Water Company, 
which has been engaged in rate litigation for 
the past two years. 

The new law is attacked on the ground 
that it is unconstitutional because it confers 
on appointed officers the right to impose tax- 
es. Supporters of the bill pointed out that 
in Philadelphia the school directors are ap- 
pointed by the court and impose school tax- 
es, and that in Wilkes-Barre court-appoint- 
ed poor directors have the right and power 
to impose taxes. 


e 


Rhode Island 


Land Appraisals and Water 
Protection Considered 


A’ hearings before the commission on the 
proposal of the Newport Water Corpo- 
ration to increase rates much testimony was 
received concerning the value of real estate 
of the company. A witness for the company 
testified that in valuing a parcel of land he 
took into consideration its uses before the 
water company bought it and also the fact 
that it is now being used by the corporation 
as a water supply. In appraising a pond 
used as a reservoir, he said he took into con- 
sideration the fact that the land had a front- 
age on a highway and that it was more valu- 
able as a watershed than for any other pur- 
pose. He testified that the land would not 
be suitable for farming purposes, and stated 
that if it were to be valued as farming land 
it would not be worth $200 per acre because 
a large part was under flowage, and the bal- 
ance brush land and pasture, but that for 
water utility purposes the pond is a natural 
basin for the storage of water. The witness 
also expressed his opinion on the value of 
lots identified as standpipe lots, land on 
which the superintendent’s house is built, a 
pumping station, and rights of way. 

A wide discrepancy existed between the 
evidence produced in behalf of the company 
and that produced in behalf of the consum- 
ers. Complainants against the rates insisted 
that a man to be familiar with the real estate 
values in Newport, Middletown, and James- 
town, where the company operates, must have 
had experience in those sections. He must 
be intimate with the properties of realty and 
have had some experience in either buying or 
selling land there. They produced as a wit- 
ness a man who had had experience in real 
estate in Newport and who was a tax as- 
sessor for the town of Middletown. . He tes- 


tified that he took into consideration the 
sales in recent years of similar properties in 
similar neighborhoods in arriving at the ap- 
praisal figures. 

The witness was asked if there had been 
any increase in the value of land on the 
island of Rhode Island during recent years. 
to which he replied that some had increased 
in value, some decreased, and some remained 
constant. He said that land easily suscep- 
tible of development for homes had increased 
in value, but the value of farm land was 
about the same. 

The chemist for the corporation at one 
of the hearings, according to the Providence 
News Tribune, admitted under questioning 
by William C. Bliss, chairman of the com- 
mission, that conditions imperiling the purity 
of the water supply existed at the reservoirs 
of the company and along streams that feed 
these reservoirs. He told of methods used 
by engineers to treat the water to prevent 
contamination and pollution. But these, it 
was learned, were directed solely at preven- 
tion of household waste getting into streams. 
The News Tribune adds: 

“No effort is made, he said, to prevent 
cattle from contaminating brooks. He ad- 
mitted, too, that dangerous conditions ex- 
ist at reservoirs due to fishing, ice cutting, 
and skating. 

“The commission pointed out that these 
conditions could be overcome by the corpo- 
ration acquiring land for 50 or 100 feet on 
either side of brooks and around reservoirs. 
The witness admitted that would remove 
most of the existing menace, but observed it 
would be a very expensive step. Further- 
more, he said, it would work a hardship on 
farmers who are accustomed to rely on 
brooks for watering their cattle. 

“He agreed with a suggestion that water- 
ing places could be _ specified protected 
against contamination.” 


119 





PUBLIC UTILITIES FORTNIGHTLY 


South Carolina 


Power Rate Investigating Com- 
mittee Ready to Report 


NNOUNCEMENT has been made that the 

South Carolina power rate investigating 
committee has prepared the final draft of 
its report on valuation of physical proper- 
ties of the five large power companies in 
South Carolina—the Broad River Power 
Company, Carolina Power and Light Com- 
pany, Duke Power Company, the South 
Carolina Power Company, and the Southern 
Public Utilities Company. The Columbia 
State informs us: 

“This section of the report has been writ- 
ten by the appraisal engineers of the staff 
in collaboration with A. F. Woods, counsel 
of the committee, and all its findings, accord- 
ing to information received from the com- 
mittee, have been predicated upon approved 
legal principles as enunciated by the United 
States Supreme Court. This section should 
be in the hands of the printer within the 
next few days. 

“The committee gave consideration and 
approval to the audit of the Broad River 
Power Company completed yesterday by 
W. C. Rion, chief accountant of the com- 
mittee, and Mr. Rion’s associates. The 
completion of this audit leaves only one of 
the large five power companies to be finished, 
the Southern Public Utilities Company, which 
is now being investigated by the accountants 
of the committee.” 

The commitete was expected to have its 
report completed and ready to file with the 
governor, the general assembly, and the rail- 
road commission by January 19th. It was to 
be filed with these state agencies in manu- 


script form, and it was expected that printed 
copies would be ready for distribution some 
time around February Ist. 


* 


Unauthorized Abandonment 
May Prove Costly to Railway 


ee Broad River Power Company in 
1927, without state consent, ceased rail- 
way operations because of inadequate reve- 
nues. That was the beginning of a chain of 
litigation, which eventually reached the Unit- 
ed States Supreme Court. There the right 
of the state to compel continued operation 
was sustained, in view of a franchise cover- 
ing electric and railway operations, and the 
nt aa was required again to operate its 
road. 

The company was then confronted with 
new difficulties, as is shown by an action re- 
ported in Keenan v. Broad River Power Co. 
(S. C. Sup. Ct.) 161 S. E..330. The plaintiff 
alleged that the company had acquired a 
right of way over certain land for a street 
railway, but that upon abandonment the prop- 
erty reverted to the plaintiff as successor in 
title to the person from whom the easement 
was acquired. The supreme court of South 
Carolina upheld this contention. Judge Bon- 
ham said: 

“They say they are entitled to resume the 
use of the right of way because the Supreme 
Court of the United States has ordered them 
to resume the operation of the road. The 
court is not responsible for their having ‘dis- 
continued’ its operation. They are them- 
selves responsible for the predicament in 
which they find themselves.” 
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Tennessee 


Lightless Street Fixtures Fail 
to Effect Saving 
Shey shutting off of white-way post lights 


as a “financial saving,” according to the 
Springfield Times, has failed to produce ac- 


tual savings. This paper states: 

“In the first place these lighting fixtures 
filled a twofold purpose, the first being they 
saved some $2,500 in courthouse expense of 
adding gratings to the lower windows so as 
to protect the building and the records from 
marauders. Again they were necessary to 
make the lighting on the square effective. 

Without them the square is as dark as 
Egypt and strangers will wonder if we do 
= know what these lighting fixtures were 

or. 


“They cost $1,200 and if the county had 
not paid for them, the city would have had 
to expend equally as much to light the square. 
The interest on the investment at 6 per cent 
amounts to $6 per month. There are eight 
200-watt lights and burning 12 hours per 
night will burn 288 kilowatts per month. 
This current costs the city $2.88 per month. 
Now is this not a princely sum to save and 
thereby cause great inconvenience and dis- 
comfort to the people who use the streets 
at night? 

“To our minds this is the littlest, cheap- 
est, most petty, attempted so-called saving 
our eyes have ever beheld. 

“To prove that we can be penny wise and 
pound foolish, a city policeman, while occu- 
pying a city-owned car, ran against an old 
gentleman on the public square since this 
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‘saving’ has been inaugurated, and the story 
oes he did not see him and wondered why 
it was so dark. While it is true we have a 
city attorney at a thousand dollars a year 


to look after the city litigation, should a 
claim arise out of this accident accompa- 
nied by a suit, it would have been much 
cheaper to have burned the lights.” 


e 


Texas 


Valuation of Gas Properties 
Gets Under Way 


A= of engineers employed by the Texas 
Railroad Commission to make a survey 
of the Texas properties of the Lone’ Star Gas 
Company started its valuation this month. 
The survey is at a cost not to exceed $45,500 
and the commission has allowed 100 days 
for completion and filing of a report. 

On the basis of the engineers’ report the 
commission will determine the cost of trans- 
porting gas to the gates of various key mu- 
nicipalities over the state so that city coun- 
cils and commissions may have data upon 
which to base ordinances promulgating new 
schedules of lower fuel rates, says the Fort 
Worth Star-Telegram. 

Independently of the commission investi- 
gation, the city of Fort Worth is undertak- 
ing to acquire the local distribution system as 
a step toward municipal ownership and op- 
eration. The company has applied to a state 
court for an injunction restraining the city 
from taking this step. 
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El Paso Subscribers Ask for 
Lower Phone Rates 


T= city of El Paso on December 28th 
_took the first step in an investigation 
which they hope will result in lower tele- 

hone rates for El Paso subscribers of the 

ountain States Telephone & Telegraph 
Company, according to a report in the EI 
Paso Herald-Post. 

Mayor R. E. Sherman was authorized by 
the city council to request from the telephone 
company full information necessary for the 
investigation. Frank Farwell, manager for 
the company, has offered to furnish informa- 
tion requested from annual reports of the 
firm and from the Denver offices. 

Information asked by the city will include 
revenue, number of telephones, annual ex- 
penses, operating expenses, territory of the 
El Paso exchange, value of physical property, 
toll and exchange values, wage scales and 
probable wage trends for common labor, 
skilled labor and operators, material prices, 
rate of return, and depreciation. 


West Virginia 


Disagreement Over Rate Con- 
tract Goes to Supreme Court 


Ts state supreme court had on its dock- 
et for January Sth the appeal from a 
decision by the public service commission fix- 
ing gas rates in the city of Wheeling. The 
commission had denied a motion of the city 
to order the Natural Gas Company of West 
Virginia to reduce gas rates from 52 cents 
to 40 cents in Wheeling and vicinity. There 
was a discount of 2 cents for prompt pay- 
ment. The Bluefield Telegraph states: 
“The city based its case before the com- 
mission and its petition for an appeal, on a 
rate order of 1924, entered by agreement for 
a 52-cent rate, containing a clause which read 
‘said rates to be effective from the meter 
reading beginning about the 15th day of 
June, 1924, until the meter readings begin- 
ning about the 15th day of December, 1927.’ 


“In its petition before the appellate court, 
the city contended the commission had made 
eight errors in denying the motion. The 
commission erred, the city held, in holding 
that the 40-cent rate in force prior to 1924 
was not restored automatically in 1927 be- 
cause the commission ‘did not pass upon the 
reasonableness of said rates as agreed upon 
but only approved said agreement’ and be- 
cause it ‘had theretofore determined the rea- 
sonableness of the said 40-cent rate, the last 
rate of which the reasonableness was deter- 
mined by said commission.’ 

“The commission in its order held it was 
not concerned in the pending proceeding with 
the reasonableness of the rates but only with 
an interpretation of the 1924 agreement or- 
der. However, it ordered the gas company 
to keep accurate account of all money re- 
ceived pending the commission’s investiga- 
tion into the reasonableness of the 50-cent 
rate.” 


121 








The Latest Utility Rulings 





The Commissions Move to Prevent Financial Abuses 
by Holding Companies 


| pero transactions between util- 
ity holding companies and their op- 
erating subsidiaries have for some 
years been the object of public scru- 
tiny and criticism. More recently they 
have come in for criticism and regula- 
tion by the commissions. Heretofore, 
the commissions, because of a lack of 
statutory authority, could do little to 
curb abuses in this field. Little by lit- 
tle, however, the legislatures have been 
giving the commissions increased pow- 
ers and there has developed within the 
last few weeks a marked trend in regu- 
latory decisions dealing with financial 
transactions between holding compa- 
nies and subsidiaries that should be 
of the greatest importance to utility in- 
vestors. 

Let us look first at New Hampshire. 
The law of that state forbids a utility 
to issue securities or other evidence of 
indebtedness unless approval of the 
state commission be first obtained, with 
the exception of obligations payable 
within twelve months. A certain oper- 
ating company of that state arranged to 
secure funds from its parent company 
on an open account, upon which the 
utility paid 8 per cent interest, based on 
balances. Apparently no effort was 
made to obtain cheaper money from 
other sources. Some of __ these 
funds were used to retire unmatured 
bonds bearing 6 per cent interest, 
and other preferred securities. The 
transaction would have netted a 
tidy profit to the parent concern had 
not the New Hampshire commission 
ruled that it was a violation of the in- 
tention of the statute. The secu- 
rities extinguished were payable in 
more than a year. The subsidi- 
ary company was ordered to pay 
no further interest to the par- 


ent on amounts so borrowed un- 
less with subsequent approval of 
the commission (P.U.R.1931D, 225). 

Turn now to Vermont. A similar 
twelve-month exemption from commis- 
sion approval for utility securities ex- 
ists. Here, however, the subsidiary in- 
stead of borrowing money from the 
parent at terms advantageous to the lat- 
ter, loaned money to the parent—mon- 
ey raised by the issuance of short-term 
notes. The Vermont commission held 
that the transaction was a violation of 
the statute since the short-term note 
exemption was intended merely to pro- 
vide utilities with a means for tem- 
porary financing of pressing corporate 
and “legitimate” needs. The loan by 
the Vermont utility was accordingly 
held to be ultra vires. The commission 
not only refused to approve of the is- 
suance of additional securities to meet 
the maturity of the short-term notes, 
but revoked authority previously grant- 
ed for the securities which had not yet 
been issued. P.U.R.1932A, 130. 

Now let us turn to Arizona. The 
state law has a short-term exemption 
provision similar to New Hampshire 
and Vermont. A local operating util- 
ity availed itself of this exemption to 
finance a loan to its parent concern, as 
in the Vermont case. But when the 
Arizona subsidiary asked for commis- 
sion approval of additional securities to 
take up the obligation of the short- 
term notes, the Arizona commission held 
quite differently from the Vermont 
commission. It condemned the prac- 
tice of a subsidiary company loaning 
funds to its parent, and observed that 
the prime justification of the holding 
company’s existence was, on the con- 
trary, to render assistance to the sub- 
sidiary. The Arizona commission re- 
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luctantly granted its approval for the 
issuance of the new securities, in view 
of its own opinion that the short-term 
notes constituted legal binding obliga- 
tions, a.default in the payment of which 
would place the company in danger of 
a receivership to the detriment of all 
bona fide holders of its securities. It 
found that unless the additional secu- 
rities were authorized such a default 
would be necessary. (Re Arizona Ed- 
ison Co. Decision No. 6186.) 
Twenty-five states and the District 
of Columbia have twelve-month exemp- 
tion clauses in their laws for regulat- 
ing utility securities similar to those in- 
volved in the above cases. It is most 
probable that in many of these juris- 
dictions similar transactions between 
the holding companies and their sub- 
sidiaries have occurred, or will occur. 
It is entirely likely that such transac- 
tions will come up for regulatory in- 
spection in states other than New 
Hampshire, Vermont, and Arizona. 
What will emerge as the final weight of 
authority? The Vermont rule in the 
case of such transactions, which inure 


to the advantage of the holding com- 
pany without any observable advan- 
tage or with positive detriment to the 
subsidiary, holds the issuance of such 
short-term notes void. The Arizona 
rule would hold them valid, but with a 
sermon. Which rule will the future 
cases follow? The answer to this ques- 
tion should be of vital concern, not 
only to utility companies, but to all in- 
vestors in utility securities. 

Another question of interest which 
is raised by the New Hampshire deci- 
sion is whether obligations evidenced 
by open accounts are to be considered 
as obligatinos payable within a year. 
The same problem arises in connection 
with demand notes. Here we have an in- 
debtedness which presumably is payable 
on demand. The demand may be made 
within the year or it may be made after 
the account has run for several years. 
It may or may not be pertinent to ob- 
serve that there is a general rule that 
for the purpose of invoking a statute 
of limitations a demand note is deemed 
to be due and payable at the time of its 
execution and delivery. 


Are Ratepayers or Taxpayers Entitled to the Benefit of 
Municipal Plant Earnings? 


RECENT decision by Commissioner 

Singleton, of the Indiana com- 
mission, in directing the municipal 
plant of Richmond to reduce its rates 
for service by approximately $100,000 
a year, contains some discussion of a 
point that is not very often discussed, 
namely, the disposition of earnings by 
a municipal utility. The instant pro- 
ceeding was brought by a power cus- 
tomer who originally complained 
against the inadequacy of the municipal 
plant’s standby or break-down equip- 
ment. 

The formal order of the commission 
found that the plant really should have 
additional emergency equipment, but 
declined to pass upon the exact method 
for obtaining such service. As the city 
was already willing to install additional 
plant capacity, the commission ruled 


that a public utility in the exercise of 
its own managerial discretion has the 
right to determine the facilities and 
methods it shall provide for use in ren- 
dering adequate service. This rule, ac- 
cording to Commissioner Singleton, is 
equally applicable to municipal electric 
utilities. 

On the question of disposition of 
earnings the commissioner ruled that 
the net earnings of a municipal utility 
belong to the owner or owners of the 
property, but that such earnings should 
be used first for the benefit of the prop- 
erty rather than as dividends for the 
advantage of the city’s treasury. The 
rate base of the utility was fixed at 
$3,000,000. An allowance of $200,000 
was made for going value, and $50,000 
for working cash capital. Atlas Under- 
wear Co. v. Richmond, No. 10414. 
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Perfection of Incorporation not Necessary for Commission 
Power to Permit Abandonment 


To Indiana commission, upon ad- 
vice of the attorney general of 
that state, refused to dismiss an inter- 
vening petition filed by the Indiana 
Railroad in recent proceedings brought 
by the receiver of the Terre Haute, In- 
dianapolis & Eastern Traction Compa- 
ny for authority to abandon certain op- 
erations. Objection was made to the 
intervening petition on the ground that 
the Indiana Railroad was not a true 
corporation because of the absence of 
the word “corporation” or similar de- 
scriptive word in the corporate name, 
as required by a certain state law gov- 
erning the process of incorporation in 
Indiana. 

The opinion by Commissioner West 
pointed out that insomuch as the secre- 
tary of state had accepted the Indiana 
Railroad’s articles of incorporation, the 
act of that official was presumptive evi- 
dence as far as the public service com- 


e 


mission was concerned as to the validi- 
ty of the Indiana Railroad’s incorpora- 
tion. 

Commissioner West’s decision also 
held that the receiver of a railroad com- 
pany, in the exercise of his statutory 
powers to operate the property until 
the affairs of the company might be 
wound up, had the power to file an ap- 
plication for authority to abandon a 
part of such operations with the con- 
sent of the commission, and that the 
commission likewise had jurisdiction to 
entertain such an application, although 
no express or specific language cover- 
ing such procedure can be found in the 
Indiana statutes. In view of the evi- 
dence of increasing operating deficits 
with little prospect of business improve- 
ment, the application of the receiver of 
the street railway company for author- 
ity to abandon was granted. Re Stout, 
No. 10429. 


Alabama Commission Fixes Power Rates on the Basis 
of the Value of Service 


O«: of the most unusual and inter- 
esting rate decisions of recent 
weeks was handed down by the Ala- 
bama commission in suspending a rate 
contract entered into in 1926 between 
the city of Troy and the predecessor 
of the Alabama Utilities Company. The 
decision was unusual in that the com- 
mission sustained the city’s complaint 
and reduced the rates, not on the basis 
of the earnings of the utility, but upon 
the basis of the worth of the service 
to the consumers. Indeed, the commis- 
sion did not even make any finding of 
value of the property concerned. The 
opinion stated: } 


“We do not make a finding as to the 
value of the defendant’s properties for 
rate making in this proceeding for the 
very good reason stated—that the record 
is not sufficiently complete to enable us to 
do so. Our inability under the record to 
make a finding as to the value does not, 


under the law, prevent our making a de- 
termination of this case.” 


The commission pointed out that a 
utility’s right to a fair return is out- 
weighed by the customer’s right to a 
just and reasonable rate. It cited in 
support of this proposition the famous 
and recent “15 per cent case” decided 
by the Interstate Commerce Commis- 
sion (Ex Parte 103). Since, there- 
fore, in the opinion of the commission 
the utility was entitled to a fair return 
only when the resulting rates would 
not exact from the public more than 
the services rendered were reasonably 
worth, and = since the commission 
found as a fact that the contract rates 
complained of did exact amounts in 
excess of the value of the service to 
the consumers of Troy, it felt justified, 
not only in reducing the rates to a level 
which it regarded as equivalent to the 
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value of such service, but also in mak- 
ing this reduction without any finding 
as to the value of the property devoted 


to the service, or the amount of return 
derived therefrom. Troy v. Alabama 
Utilities Co. Docket No. 6121. 


e 


The Indiana Commission Has No Control over the Disposition 
of Abandoned Utility Equipment 


TS Indiana commission, in author- 
izing the Indianapolis & South- 
eastern Railroad Company to abandon 
certain operations, held that once the 
applicant had lost its utility status 
through the revocation of its operating 
certificate, the commission had no ju- 
risdiction over the disposition of, or 
occupancy of, streets and highways by 
the applicant’s tracks, poles, and other 
equipment after the utility operations 
shall have ceased. 

The opinion by Commissioner Sin- 
gleton also ruled that the operator of a 


HE Colorado commission con- 

firmed a previous ruling limiting 
the amount of commission to be paid 
by sight-seeing bus operators in the 
Pikes Peak area to parties securing for 
them new business at a maximum of 
20 per cent of the revenues secured in 
such manner. The commission doubt- 
ed whether it had the power to equal- 
ize competitive conditions so as to elim- 
inate, as far as possible, unfair com- 
petitive practices between rival sight- 
seeing motor bus operators. Re Motor 
Vehicle Sightseeing Operators (Colo.) 
Decision No. 3768. 


Although it declined to pass upon the 
question of constitutional propriety of 
revoking the permit of a private car- 
rier because of unauthorized common 
carrier operations, the Colorado com- 
mission observed that hotels and vari- 
ous places of business are closed be- 
cause of violations of the liquor law. 
If it is proper, therefore, to deny a man 
the right to sell soft drinks because 
while purporting to do so he violates 


railroad service is not estopped from 
making application to abandon such 
service by reason of the fact that he has 
applied for authority to furnish trans- 
portation service by motor serving the 
same area served by the railroad serv- 
ice. Nor should the fact that permis- 
sion for such abandonment had been 
granted to it, operate to interfere in 
any way with the applicant’s right to 
an equal opportunity with any other 
applicant to render a substitute motor 
carrier service. Re Indianapolis & 
Southeastern Railroad Co. No. 10659. 
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Other Important Rulings 


the law by selling intoxicating liquors, 
the commission argued that it is equally 
reasonable to revoke the authority of a 
private carrier if, while operating, he 
violates the law by undertaking common 
carriage. Re Schwilke (Colo.) Decision 
No. 3797. 


Advertising is not a requisite of a 
common carrier’s status, according to 
the Colorado commission in ordering 
an individual to cease from engaging in 
certain common carrier trucking oper- 
ations without the necessary certificate. 
The respondent had testified that he 
had done no advertising. The commis- 
sion observed: “One may be a com- 
mon carrier without advertising. The 
applicant has been engaged in the busi- 
ness of trucking for nine or ten years. 
He doubtless does not need to do any 
advertising, as it is apparently known 
in his community that he is so engaged.” 
Re Null (Colo.) Decision No. 3846. 


The Indiana commission refused to 
permit certain telephone subscribers to 


125 





